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N kilttul lire prevention engi- 
neering is an important part of 
the complete protection offered 
Mill Mutual policyholders at a saving. 

















ILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co...... 0 Sek Retna Caoneaduedee Harrisburg, Pa. 
Millers Mutual Fire Insurance Co.......................006. Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co...................... Wilkes-Barre, Pa. 
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MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, IIl. 


A Service organization maintained by the Mill Mutuals. 
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THIS IS PART OF YOUR PAY CHECK 


That gun’s making things pretty hot fer the Axis 


It came from the pay check and pay 
envelopes of people like you. It was 
bought with the money you lent your 
Government in regular installments from 
your pay. 

But hold on now—Maybe it’s not your 
gun! Maybe you aren’t setting aside at 


least 10 percent of your salary for War 
Bonds! 


There are still some people who 
aren’t; not many, but maybe you’re one 
of them. If you are one, we’re sure it’s 
not for want of patriotism, but because 


SAVE WITH U.S. WAR BONDS 


EVERYBODY...EVERY PAYDAY... 


you haven’t gotten around to it. 


Tell your boss today you want to help 
win the war by joining the Pay-Roll 
Savings Plan. Tell him you want to 
save at least 10 percent of every pay 
check by putting it into War Bonds. 


You can’t make a better investment. 
You'll be buying the weapons that insure 
a future of freedom, peace, and plenty 
«.. and you'll be getting back $4 for 
every $3 you save. 


MAKES SENSE, DOESN’T IT? THEN 
START TODAY! 


AT LEAST 10% 
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FRANK J. VIEHMANN 


Commissioner of Insurance 


STATE OF INDIANA 


OMMISSIONER Viehmann was appointed head of the Indiana Insurance 

Department in March 1940 after a long and successful experience in the in- 
surance and general business field. He has applied his broad knowledge of the 
industry to an exceptionally efficient handling of the problems of the department. 
A prominent and active member of the National Association of Insurance Com- 
missioners his committee assignments have been both numerous and important. 
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CATCHING UP WITH CHAOS 


T is a favorite device of editors 


to make “copy” out of a survey 

of what will happen in the New 
Year. But, to be different, we feel 
inclined to reverse the procedure and 
point out what we are pretty sure 
won't happen. 

Chief among these, we should say 
at the outset is, there won’t be the 
predicted chaos in the insurance busi- 
ness. One reason for the notable, 
and sometimes annoying, slowness of 
progress insurance-wise in this coun- 
try is that the business has grown so 
big and by now has become so inex- 
tricably ming'ed with our complete 
general economic structure. Some 
whirlwind of legislation or storm of 
public disapproval may lop off a weak 
branch here and there, but the roots 
are too deeply imbedded in solid, fer- 
tile soil.to allow a general upheaval 
to occur. 

The concept of “chaos” is too 
often overworked. To the unbend- 
ing technical mind a foutine which 
has persisted for a quarter or half a 
century takes on a sacrosanct quality. 
If it should be disturbed the cry goes 
up that chaos will result. But chaos 
is not so quickly born. Business his- 
tory frequently has been punctuated 
with hurricanes of inquiry and with- 
in the circles directly affected there 
was near-hysteria over the possibility 
that certain grand old institutions 
would never rehabilitate themselves 
in public favor. Yet the present 
prosperity of these same industries 
dates back to that moment when, sur- 
veying what was supposed to be 
chaos, they discovered instead that 
trimming off a few wild growths had 
strengthened and matured the entire 
organism. 


Nor was the public—after the 
screaming headlines had disappeared 
—much interested. But the policy- 
holders were much benefited. How- 


ever, the most credit should be given 
to the wakened consciences of the in- 
For there is 


surance industry itself. 


/ 


wa 


919 NORTH MICHIGAN AVENUE 
CHICAGO 11, ILLINOIS 












Published By 


America n Mutual Alliance 








no more potent evangelistic force 
than the knowledge of those in any 
challenged business that for a long 
time certain practices, much akin to 
getting away with murder, are be- 
ginning to bubble to the surface. 


The first effort of those responsi- 
ble for such irregularities is often to 
resort to obstructive measures de- 
signed to keep the bubbling from 
sight. But the situation follows them 
around in the daytime and keeps 
them awake nights. Rigid rules be- 
gin to bend at strategic spots, but the 
pressure is not sufficiently relieved. 
Finally, everybody admits that cer- 
tain troubles must be cleaned up, but 
no one wants to start the big move. 
Then some public body gets on the 
trail, and as one governmental official 
recently remarked, “It seems that 
chaos is inevitable in the insurance 
business.” 


“Chaos” as a blockbuster word, 
and “chaos” as an actual danger are 
vastly different. If the fire insurance 
business ever was going to dissolve 
under adversity it would have done 
so after the Chicago and San Fran- 
cisco disasters. But it did not. Ac- 
tivated by the spur of calamity it 
strengthened and_ lengthened its 
stride. To our mind no change in 
external routine, no redefinition of 
what insurance is, or is not, could 
possibly test the fundamental stability 
of insurance as did those two catas- 
trophes. Real cashable assets were 
involved there, not academic jockey- 
ing for advantageous position. 

We believe that the insurance busi- 
ness is too smart to be permanently 
affected for the worse by any im- 
pending 1944 event. What may seem 
to be hiding under the bed cannot 
possibly be chaos. Chaos is too big 
for such cramped quarters. There 
may be some puncturing of pompous 
egotism. Possibly some ambitious 
body may grab the ball and attempt 
to run with it, but the insurance team 
is fast moving when it has to be. 
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And, moreover the public doesn’t 
want to see it defeated. As soon as 
fire insurance cuts out the off-side 
stuff, quits bawling out the referee, 
and shows that it really wants to 
make its game a clean sport, no one 
is going to be allowed to put it in a 
straightjacket. The public will not 
stand for that—and we, as a part of 
the public, will be right in there root- 
ing on the same side. 


IT’S ALL IN THE POINT 
OF VIEW! 


T is easy to sympathize with Mr. 

Edward L. Williams, President 
of the Insurance Executives Associ- 
ation, in his hard job of matching 
wits with a senatorial committee. 
This isn’t like presiding over the 
meetings of a tightly-held organiza- 
tion. Things entirely innocent in 
their inception have to be explained 
and public misunderstanding must be 
avoided. It is a task for the best a 
man has in him, and up to date Mr. 
Williams has acquitted himself very 
well. 

But it may be that the job is not 
yet done and if we may make a sug- 
gestion—we counsel that he does not 
waste any of his energy on small mat- 
ters. We refer to his excited counter 
punches combating what has been 
called a “smear campaign.” Probably 
no institution in the country has had 
more experience in warding off vari- 
ous kinds of plain and fancy “smear” 
than has mutual insurance. And we 
generously want to assure Mr. Wil- 
liams that the very violence of such 
campaigns has a tendency to mark 
their own limitations. Often it is 
better to let this limitation work it- 
self out than to advertise the smear- 
ing statements by talking about them. 

This official says he has been in 
his position only three months. For 
that reason he cannot be blamed for, 
and cannot recall, the former and 
present efforts of many of the mem- 
bers of his organization to smear 
their competitors. 

In earlier days it was from these 
capital stock companies that we were 
amazed to learn that we, the mutuals. 
were communists; that we were part 
of a world-wide plan to put private 
etiterprise out of business; that we 
were moved by strings pulled in Mos- 
cow. And wait, there is more; that 
mutual assessments continually ruined 
policyholders ; that such a policyhold- 
er was liable as a partner; that the 
constitutions of 38 states banned mu- 
tual insurance on public property; 
that prominent lawyers, judges and 
attorneys general upheld these con- 
tentions; that mutual surpluses were 
inadequate; that the mutuals could 
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not stand adversity; that mutual 
companies had a dismal record of 
failure. All false as we could prove 
by the books, but the campaign went 
on. These same capital stock com- 
panies without shame supplied litera- 
ture and other incentives to induce 
many of their unsuspecting agents to 
stick their necks out in campaigns to 
boycott the mutuals. By threatening 
business men with loss of trade, by 
intimating they would withdraw sup- 
port from the Y.M.C.A., school en- 
terprises, lodges and even the church, 
they sometimes kept local commercial 
concerns and social institutions from 
feeling free to choose the kind of in- 
surance they wanted. In such cases, 
Mr. Williams, the smear was very 
thick and sticky and malodorous. 

Of course we know what the cap- 
ital stock companies have to contend 
with in the way of propaganda. We 
have heard what is being said: that 
$700,000 was promised and $400,000 
spent in the so-called Missouri Com- 
promise ; that another $700,000 is be- 
ing collected to whoop the anti-Sher- 
man Act bills through Congress ; that 
super-powered boards in New York, 
Chicago and San Francisco control 
insurance throughout the country; 
that rates are not scientifically made 
but vary according to the needs of 
competition and are kept as high as 
the public can be made to pay; that 
exorbitant profits are made and re- 
tained within a relatively small circle 
by a system of subsidiaries and inter- 
locking directorates; that the agents 
are often made the goat when manip- 
ulations are practiced. It must be 
embarrassing to be confronted with 
such of these charges as are known 
to be unwarranted. In our case we 
are in a different and more fortunate 
position—for the mtituals can prove 
falsity of charges by what is in the 
books—while the capital stock people 
as to the major issues rely on show- 
ing what isn’t in the books. 

We do not mean to infer that prop- 
aganda campaigns did not harm mu- 
tuals. Eventually a great deal of this 
frightened business came our way. 
But it did use up the time and effort 
of mutual agents and still persists in 
a few of the more backward regions. 
Indeed it even now pops out at busi- 
nessmen occasionally from behind 
some marble pillar in buildings along 
John, William or Wall Streets. 

However, we still advise Mr. Wil- 
liams that the whole smear campaign 
might as well be regarded as of small 
concern. In the first place he can 
exhaust himself trying to catch up 
with it. And, when and if he does, 
he will find he will have to write a 
book about it to make any impression 
at all. 


That’s what we did. Believe it or 
not, it took a book with pages 18” x 
24” to hold the samples of just a 
fraction of the dripping smears that 
were unloosed on the mutual insur- 
ance public in times past. The prize 
exhibit is a pamphlet written by Chic 
Sale in an endeavor to put us in his 
particular type of dog-house. We 
shall be glad to send Mr. Williams a 
copy of this book. Maybe he would 
want to present it as a horrible ex- 
ample to Mr. O’Mahoney, if, by 
chance he should meet him some- 
where. + «ss 


INSURANCE IN THE FIELD 
OF HARDWARE 


HE Spectator of September 23, 
Tiss reporting a speech by Wal- 
ter M. Bonham, president of C. M. 
McClung & Co., Knoxville, Tenn. 
delivered before a hardware conven- 
tion quotes several significant para- 
graphs, prefacing them as follows: 

“Before anything else is said, it is 
highly important that the agent ap- 
proaching a hardware man, whether 
manufacturer, wholesaler or retailer, 
should realize that in this business 
stock fire insurance is far from being 
fully accepted as the best form of 
protection. It can be said, without 
fear of contradiction, that hardware 
men lean to mutuals, both for fire and 
casualty protection. A few groups 
specializing in the field, have given 
them excellent service, in addition to 
advantageous rates. Hardware men 
are human, they respond to good 
treatment.” (Mr. Bonham is then 


quoted as below.) : 
“Agents for stock companies will tell 
you that it is hardly ethical for you as a 
jobber to support mutual companies any 
more than you would support coopera- 
tive buying in hardware. This argu- 
ment, however, does not hold water 
when you consider that all insurance, 
whether called stock or mutual, is in the 
last analysis ‘mutual.’ Insurance, of 
whatever nature, is the method by which 
the separate contributions of the many 
serve to reimburse the few who suffer 
misfortune. All insurance has a coopera- 
tive basis. ‘Mutual’ insurance is not a 
new thing. The oldest insurance com- 
pany in America is a mutual, and has 
been operating with success for nearly 
200 years. The chief thing about both 
stock and mutual is to be sure that they 
have the right financial set-up.” * * * 
“Fire insurance, is often placed, for 
personal reasons, with friends or cus- 
tomers, the policies are seldom read or 
investigated, and frequently the insur- 
ance agent knows very little about his 
business and does not give you all the 
advice you need as to coverage. Unless 
you have someone in your own business 
who keeps posted on this particular 
phase of it, you should have an annual 
audit by experts who are not interested 
in writing insurance, but who are inter- 
ested and capable of giving you disin- 
terested but valuable advice on all of 
(Continued on page 24) 
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Main Street Vacancies 


Insurance Men Must Keep Abreast of Where the Traffic 
of Trade is Going and Will Go in the Near Future. 


BY JOHN A. ARNOLD* 


Vice-PresipENT, NationaL RetTAILters Mutua 
Insurance Company, Cuicaco, ILL. 


HANGE has come upon the 
( face of Main Street. 

True, there is a sparkle to 
the eye and a flush upon the cheek 
but there is also a wrinkle in the brow 
and perhaps even bridgework behind 
the lips, that makes the smile self- 
conscious. 


Not all the new wages have been 
spent for War Savings Bonds. Re- 
tail sales in 1942 totaled $56,200,- 
000,000 or 4% more than in 1941 
and 23% more than in 1940. The 
crowd of shoppers has not diminished 
in 1943. For the first seven months 
department store sales were 15% 
greater, and drug stores took second 
money at 13%. An apple a day may 
keep the doctor away but Murine, 
mascara, rouge, and lipstick do not 
keep the undertaker away. 


The overall gain of 2.8% in non- 
durable goods outlets cannot com- 
pensate for the 19.2% casualties re- 
ported for the durable goods mer- 
chants. Even the victory gardeners 
could not prevent the hardware deal- 
ers from reporting a 23% retrogres- 
sion. And gas rationing, in spite of 
all subterfuges by resourceful car 
owners, reduced filling stations by 
24%. In the last 18 months there 
have been 200,000 expendables on the 
commercial battlefield. It has been 
estimated that our former army of 
nearly 2,200,000 business men will 
muster no more than 1,500,000 when 
the next armistice is celebrated. 


While food sales are off 1%, the 
cash drawers of those catering to the 
inner man with food and drink are 
20.7% fuller than in 1942. Apparel 
merchants have received 7.8% more 
patronage than before. But the fly 
in the ointment is the report from the 
Federal Reserve Board that on Sep- 
tember 30, inventories in America’s 
department stores are 11% below 
those of a year ago, in home furnish- 
ings down 33%, in basement stores 
down 6%, and in miscellaneous stores 
down 19%. The War Production 
Board predicts that civilians will be 
able to buy only 80% as much in the 
last half of this year as they did in 
the last six months of last year. The 
hacklog of inventories on hand two 
years ago is now being whittled away. 


“An address delivered before the annual meet- 
ing of the Mississippi Mutual Agents Association. 
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Now, when vacancies along Main Street are increasing, the insurance man can help keep the 
casualty list from growing by properly protecting his clients against all loss possibilities. 


Industrial reconversion tomorrow 
morning would still leave a period of 
empty shelves along -Main Street. 


Of course, not all this inventory 
reduction is due to complete cessa- 
tion of manufacture. The reduction 
from 3,500 types of electric light 
bulbs for household use to no more 
than 1,700 may hurt the pride of 
Mrs. Smith in trying to have her liv- 
ing room better or different from 
that of Mrs. Jones, but it has saved 
four tons of precious tungsten. If 
your Christmas shopping ran to ar- 
ticles in glass bottles and jars, your 
attention will center more in the con- 
tents than on the container because 
the number of varieties of the latter 
is down from 15,000 to 100 as a re- 
sult of the activity of the Simplifica- 
tion Branch of W.P.B. 


Perhaps the insurance business 
could with profit take a leaf out of 
this same book and simplify or unify 
many coverages that now vary in 
wording from one state to the next. 
It is quite confusing to insurer and 
insured alike when a policy condition 
ranges from noncoverage in one jur- 
isdiction, through excess coverage in 
another, to actual pro rata contribu- 
tion in a third. The adoption of the 
superior 1943 New York Standard 
Fire Policy by several states already, 


with more to follow in the near fu- 
ture, is a step in the right direction. 
But it is disconcerting to find Insur- 
ance Departments of so many minds 
as to where certain permissible sup- 
plemental items appear upon the pol- 
icy of their respective states. It is 
not to be wondered at that printers 
complain at the lack of uniformity. 


From these figures that have been 
quoted from authoritative sources, it 
can be seen that shopping traffic on 
Main Street by force of circum- 
stances has been entering fewer doors 
than formerly. In a normal year Dun 
& Bradstreet expect to find one-fifth 
of the business population undergo- 
ing some change—sale, merger, re- 
moval, retirement with all bills paid, 
failure with loss to creditors or 
merely a change in legal form. It is 
interesting to note that about 45% 
of all concerns in business on a given 
date will have closed their doors with- 
in five years. Also that 65% of new 
concerns starting in business in any 
one year will fail to see six candles 
on their birthday cake. Consequently 
a moving picture of America’s 2,000,- 
000 business concerns would show 





* 100,000 of them changing ownership, 


40,000 changing their legal form 
such as individual to partnership or 
to Gorporation or the reverse, 180,000 
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fading into oblivion and the remaind- 
er or 1,680,000 continuing their 
steady progress down the main high- 
way of success but at varying speeds. 
Qf those retiring in 1942 only 9,405 
actually failed with loss to creditors 
as compared to 14,768 in 1939. In- 
cidentally the current liabilities of 
commercial and industrial failures 
was only $100,763,000 in 1942 as 
compared to $182,520,000 in 1939. 
As a result of all this change in the 
credit risk nearly 400,000 rating 
changes are listed by Dun & Brad- 
street annually. Naturally many of 
these changes will be downward re- 
visions of credit rating. These be- 
come the warning for the credit man 
of the manufacturer or the whole- 
saler and for the insurance agent or 
the underwriter. 


One contributing factor to the ex- 
cessive number of current business 
vacancies along Main Street is the 
sterility as to business births. For 
years birth announcements by proud 
parents of a new business enterprise 
exceeded obituary notices by a wide 
margin. But in 1941 the stork began 
reducing more drastically his sched- 
ule of visits to Main Street than did 
the Grim Reaper of inventories and 
balance sheets. Today the bearer of 
the newly born is seen in the business 
section only half as frequently as the 
old man with the scythe. 


a a cs 
Y: JU, as an audience of insurance 


men of whom some, perhaps, 
double in the real estate business, 
have not needed this compilation of 
figures to convince you of what you 
have seen with your own eyes in 
your respective municipalities. But 
have you kept cognizant as to where 
the traffic of trade is going and will 
go in the near future? Have you 
done your share to limit the vacan- 
cies to the merchant’s shelves with- 
out leaving any in his insurance pro- 
tection? Have you properly adjusted 
the amounts of his policies and edu- 
cated him in the kinds of policies he 
should have? When will you have a 
better chance to do this. well rounded 
job than when he has the money and 
would rather spend it for proper pro- 
tection than for taxes? When will 
you have a better chance to concen- 
trate on your present customers, your 
finest prospect list, than now in a 
period when new faces are not enter- 
ing the business world? When will 
you have a better chance to improve 
and solidify your collection procedure 
than now when business bank ac- 
counts are adequate? When will you 
have a better chance to educate your- 
self on new forms of coverage, or 
new application of old forms of cov- 
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erage, for old friends who will ac- 
cept your hesitant efforts to apply 
them, because they already have con- 
fidence in your ability and integrity 
as an insurance man? Thus you will 
be able to present them as an expert 
to that new list of merchants who 
will again change the make-up of 
Main Street when our victorious 
forces are mustered out of service. 
When will you again have a better 
chance to become known both for 
your insurance knowledge - and 
your representation of Mutual com- 
panies? When will you have a bet- 
ter chance to do a patriotic service 
than now by becoming the best in- 
formed fire prevention advocate and 
expert at a time when losses in Amer- 
ica are mounting at an astounding 
rate and consuming vital war mate- 
rial and delaying war production? Do 
you realize that losses have been run- 
ning approximately 30% more in the 
last few months than in the corre- 
sponding months in 1942? $1,000- 
000 a day is our inexcusable contri- 
bution to the bonfire of carelessness. 


Now is the time for you to do sev- 
eral things to your lasting personal 
advantage! Curtis Publishing Com- 
pany in their recent Insurance Sur- 
vey, state that “Customers said they 
favor: Mutual companies because 
they ‘share in savings’ and ‘rates are 
lower,’ stock companies because they 
‘are more reliable—safer’ and ‘no li- 
ability to assessments.’”’. Obviously 
you should make yourself known to 
all of the former group as the Mutual 
agent in your town and endeavor to 
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correct the misapprehensions of the 
latter. It is interesting that 44.7% 
of those interviewed favor Mutual 
insurance. 


Again the survey says “90% of the 
customers express the opinion that 
agents are helpful or indispensable, 
and yet, almost three-fourths of those 
interviewed reported they received 
‘no service from agents except the 
sale of insurance or settlement of a 
claim.’”” And further it says, “Cus- 
tomers do not ‘know or understand 
the terms used by the industry to 
designate its products. They are par- 
ticularly confused by the terms used 
for types of casualty insurance. Fa- 
miliarity with products and their uses 
has always stimulated sales.” 

Here is your cue to put your sales 
efforts on a primer and first reader 
basis with your prospects. Also to 
survey the property owner’s insur- 
ance needs. I say needs, and ignore 
his present insurance coverage. Too 
often a request to be permitted to re- 
view his present policies is refused 
because the owner fears your misuse 
of information about his business 
thus obtained. However, the placing 
in his hands of an outline of the es- 
sentials of good coverage for his 
business will permit him to match his 
few policies against the list and dis- 
cover how many hazards of potential 
large loss are uncovered. When he 
begins to ask questions of you and 
receive intelligent explanations he 
will begin to appreciate how much 
real service you have available for 
him. 





Small town merchants who have ~ abreast of modern trends in merchandising 


are able to remain in 


usiness through difficult times. 




















There is an old saying that a wo- 
man marries well but widows poorly 
when she marries a man who is high 
salaried but carries little or no life 
insurance. 


Let it not be said of any one of 
your policyholders that he traded well 
but burned poorly—due to your fail- 
ure to educate and insure him prop- 
erly. 

Charles F. Kettering, vice-presi- 
dent of General Motors in charge of 
research makes the significant state- 
ment that victory is coming to Amer- 
ica because her business men had long 
ago mastered the art of change. The 
pressure of war needs merely speeded 
up, their application of that art to 
the exigencies of the hour. Will our 
insurance segment of the business 
world be equally resourceful in ex- 
hibiting mastery over change as we 
pass through this period of civilian 
deprivation and industrial expansion ? 
We should at least be as willing and 
able to study our manuals and insur- 
ance forms as have-the merchants to 
familiarize themselves with all the 
intricacies of new directives and 
limitations now influencing their 
business. 

ee @ ® 


H:: every agent waiting for his 
laundry to be returned or his 
suit to be pressed sensed the mount- 
ing piles of goods for which his 
bailee policyholder is liable? Has he 
realized that even the photographer 
has become a chain store proprietor 
with branches at military camps and 
imdustrial plants? Has he dusted off 
his wedding presents applications or 
merely kissed the bride and allowed 
her soldier husband to march away 
with wedding presents uninsured or, 
if insured, done nothing about a 
power of attorney, appointment of a 
trustee or actual change of title as to 
property for which an overseas so- 
journer would have difficulty in ad- 
justing and signing proof of claim? 
And there are 14 marriages per 1,000 
of population as compared to 11.2 
per 1,000 in World War I. How 
many new fur coats have gone out 
from under the merchant’s “all risk” 
policy into a home where inadequate 
fire insurance exists and no inland 
marine fur policy was ever heard of? 
The sales sense of a live mutual in- 
surance agent should be intrigued al- 
most to the point of activity by the 
35% increase in jewelry sales and 
the 100% increase in fur sales of 
1943. 17,000,000 women are putting 
pay envelopes into their pocketbooks 
or their jeans this year as compared 
with 12,000,000 before the war. 
5,000,000 are new wage earners, 
spending their own earnings instead 
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of serving as pay-night bankers of 
their husbands’ wages. An increas- 
ing number of insurance policies have 
the title Miss or Mrs. in front of the 
insured’s name. The life insurance 
agent long ago mastered the right 
sales approach to the beneficiary. 
Certainly the fire insurance agent is 
just as personable and, whether or 
not he belongs to the Rebeccas or the 
Eastern Star, should have no qualms 
about presenting his indemnities to 
the distaff members of the family. 


Again 5,500,000 mothers. with 
children under 14 are now working 
outside their homes. Welfare and 
police departments are recording an 
increase in delinquency of 16% this 
year. In fact, the increase is 38% 
for girls. In a city of 60,000 which 
in two out of five years has led all 
cities of its size in the National Fire 
Waste Council campaign for success 
in fire prevention activities, 14 incen- 
diary fires have occurred in the last 
three months. The officer in charge 
of juvenile delinquency in this resi- 
dential community reports the worst 
problem he has faced in 20 years. 
Vandalism in schools and cinema the- 
atres is reaching epidemic propor- 
tions. No longer is it adequate to add 
extended coverage to a fire policy. 
Vandalism and malicious mischief 
protection is necessary to fill this new 
vacancy in the property owner’s in- 
surance coverage. The Hallowe’en 
spirit has become malicious and is no 
longer limited to a date on the cal- 
endar. 


Another vacancy that is all too 
prevalent along Main Street is the 
absence of Business Interruption In- 
demnity or Use and Occupancy in- 
surance and Rent or Rental Value in- 
surance. Unless agent and property 
owner have canvassed the possibility 
of readily locating new quarters, ac- 
quiring a new stock and retaining em- 
ployees on the payroll, a total burn- 
out may confront the owner with a 
potentially serious tax situation. If 
the business man is unable to turn 
the property insurance into repairs 
or replacements he has involuntarily 
converted his property into cash. If 
that cash is not reconverted again 
“within a reasonable time” into a 
similar enterprise or property it be- 
comes subject to tax. Because of 
priorities, a “reasonable time” as in- 
terpreted by the Internal Revenue 
Department, may be insufficient. Nor 
should the purchaser of Use and Oc- 
cupancy insurance attempt to buy 
short on the theory that he will not 
have to pay the excess profits tax be- 
cause fire has closed him out of busi- 
ness, or that he can use up his money 
paying expenses because the tax col- 
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lector later may disallow those ex- 
penses and collect the tax anyway. 


- Few people have been successful in 


spending the same dollar twice. Each 
case should be decided on its merits 
and the choice should be given to the 
business man to decide in conference 
with his attorney, or tax consultant, 
as to whether he is secure without 
such coverage or might well erect a 
safeguard at a small cost to himself. 
e® @« @ 


P tphine embarrassing vacan- 
cy is that discovered by the man 
who is a coinsurer on his fire insur- 
ance. His situation is not as fortu- 
nate as that of the shipwrecked sailor 
who spent two years on a desert isle. 
His rescuers were amazed to find him 
in good physical condition until he 
explained that he had found his life 
insurance policy in his money belt 
and it contained enough provisions to 
last him two years. The coinsurance 
provision has baffled all too many. In 
spite of price ceilings there is a grad- 
ual rise in prices going on. “Stabil- 
ization” signified to most of us a 
fixed level of all prices, but actually 
we are finding that it means a move- 
able level that permits them to rise in 
stable relationship to each other. For 
example, months ago the War Labor 
Board granted increases to lumber 
jacks. Weeks ago the Office of Price 
Administration approved an increase 
in lumber prices. And in due course 
the ceilings over furniture prices will 
be correspondingly elevated. Thus, 
will it occur in all lines as time goes 
on? It is still essential to query the 
business man about his inventory and 
assist him to adjust his insurance 
thereto. 

But of all the vacancies that spoil 
the beauty of the fairest Main Street 
in the land, the cellar hole with the 
ashes of a once prosperous business 
may be a monument to the inefficien- 
cy of an insurance ggent or inspector. 
The fundamental purpose of mutual 
insurance should be loss prevention. 
“Reduce the hazard and lower the 
rate” is a far better slogan than “let 
the rate cover the hazard.” Many a 
fire has never happened because the 
owner selected an agent and a com- 
pany that are loss prevention con- 
scious. There are no commissions in 
ashes, no matter how big the pile. 

We are trustees of the premium 
inoneys of all our policyholders and 
we have no more right to risk those 
premiums against loss on a risk 
whose owner countenances unduly 
hazardous conditions that can be 
remedied or removed, than has the 
banker to loan our savings to a poor 
borrower. 

(Continued on page 18) 
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Highlights on Progress of Federal Insurance Bills 








HE Federal bills to relieve in- 
surance from the operation of 
the Sherman Act and Clayton 
Act have made little or no progress 
because of being stranded by Con- 
gressional routine. When if ever, 
they will receive floor action is any- 
one’s guess and at the moment the 
consensus generally is that the 
chances are not good for final enact- 
ment—at least before the Supreme 
Court passes on the Atlanta case in 
relation to Paul v. Virginia. 

Barrier number one has been the 
insistence of Senator O’Mahoney of 
the Subcommittee of the Judiciary 
Committee of the Senate who wants 
to know more about alleged intrica- 
cies of control by various insurance 
organizations before voting on the 
proposed measure. What at first 
seemed like a simple inquiry extended 
into scores of pages of testimony and 
the end is apparently not in sight. 

Of especial interest were two 
amendments offered by the Senator 
as follows: 





“It shall be unlawful for any person, 
association, organization, corporation, or 
partnership, carrying on the business of 
insurance in more than one state, to 
charge any rate, fee, or premium, for 
insuring any property which is held in 
common ownership in more than one 
state or which is held by a person, as- 
sociation, organization, corporation, or 
partnership, doing business in interstate 
commerce, unless such rate, fee, or pre- 
mium, has been submitted to and ap- 
proved by the public authority having 
supervision over the business of insur- 
ance within each state in which such 
property is located. As used in this 
section, the term ‘state’ shall include 
the Territories and the District of Co- 
lumbia.” 


The second amendment provides: 


“It shall be unlawful for any person, 
association, organization, corporation, or 
partnership, carrying on the business of 
insurance in more than one state to 
transmit through the United States mails 
or by any vehicle of interstate com- 
merce, any rate, rule, form, regulation, 
or communication, which discriminates 
against any person, association, organ- 
ization, corporation, or partnership, 
lawfully engaged in the business of in- 
surance within any state. As used in 
this section the term ‘state’ shall include 
the Territories and the District of Co- 
lumbia.” 


In explanation Senator O’ Mahoney 
said : 

“The first amendment provides 
that if the insurance industry, organ- 
ized on a national and regional basis, 
issues preferential rates to interstate 


business, those rates shall first be 
passed upon and approved by the 
state authority. The second amend- 
ment is designed to close the door to 
any discriminatory practice against 
any person or association which is 
duly licensed to engage in the insur- 
ance business in any state. * * * If 
free enterprise is to be free, it must 
be free not only from government 
bureaucracy, but from private bureau- 
cracy, set up through voluntary or- 
ganizations.” 


Over in the House the bill came 
out.of the Judiciary Committee with 
a favorable recommendation and went 
to the Rules Committee with a plea 
for an advanced position on the cal- 
endar. This had not been granted by 
the time Congress adjourned over the 
holidays and the request stirred up 
considerable debate, participated in 
by Chairman Summers of Texas, 
Representative Russell of Texas, 
Representative Cox of Georgia and 
Representative Hancock of New 
York. 


Most voluminous of the Senate 
record was the questioning of E. L. 
Williams, president of the Insurance 
l*xecutives Association of New York. 
The burden of the queries by Senator 
O’Mahoney was whether the I.E.A. 
was in reality a group of companies 
which dominated the fire rating field. 
Mr. Williams was very vigorous in 
his dissent declaring that the func- 
tion of his organization is to operate 
only in an advisory capacity in de- 
tails of competition, of rating, and 
general supervision of insurance ac- 
tivities. He took exception to what 
he regarded as vicious propaganda, 
especially the charges that large 
funds were being raised by stock 
companies to push the bills through 
Congress. 


Senator O’Mahoney read into the 
record many sections of the Consti- 
tution of the I.E.A. and the rules of 
the I.U.B. and wanted to know 
whether if certain paragraphs and 
phrases were literally enforced the re- 
sult would not be monopoly. The de- 
fense was that these organizations 
had practical matters to deal with and 
their operations were for the good of 
the industry.’ No drastic rule, it was 
said, as to forfeiture of membership 
or denial of membership to companies 
of like purposes had ever been en- 
forced and it was contended that the 


insurance business and the public 
were well satisfied. 


ee @ @ : 


ESTIFYING somewhat to the 

contrary was T. C. McConnell, 
attorney of the Insurance Brokers’ 
Association of Illinois, Inc. He com- 
plained that high insurance rates in 
Chicago were the result of the strict 
control over the business by the Chi- 
cago Board of Underwriters. He 
stated that prior to recent litigation it 
had been necessary for any Chicago 
broker to belong to the Chicago 
Board and pledge himself not to write 
insurance in non-member companies 
—that is, if he wished to continue in 
business. He went on to say that: 

“Tf a broker violated this rule he 
forfeited his membership. Any brok- 
er not a member had just as well quit 
because he couldn’t get anybody in 
Chicago to take his business.” 

In answer, Mr. Williams said that 
the Chicago Board was an agent’s 
organization over which the I.E.A. 
had no control but Mr. McConnell 
retorted that “Strangely enough” it 
had become necessary to deal with 
Williams in arranging a compromise 
settlement. He was very definite in 
his comments on the bill, leaving as a 
final statement : 


“Our brokers’ organization feels 
there is no basis to justify any claim 
that this legislation is in the public 
interest. It would guarantee injury 
to the public and would increase 
rates. 

“The only way to Keep insurance 
companies in line is through the anti- 
trust laws. We-do not favor new 
legislation but if the companies come 
to Congress and ask special favors it 
will lead to demand by the public for 
Federal regulation.” 

Since this testimony was given a 
minority group of the Chicago brok- 
ers’ organization made an effort to 
modify a recent resolution of that 
body but failed to get popular sup- 
port. 

At a later meeting of the Senate 
Committee, Edward C. Moran, Jr., 
an insurance company executive re- 
cited instances of propaganda pres- 
sure having been used on members 
of Congress in relation to the bills 
and declared that such legislation 
would promote “an unregulated mon- 
opoly to prey upon the public with 
Congressional sanction.” 
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Harlan Justice, Deputy Insurance 
Commissioner of West Virginia, op- 
posed the legislation and argued that 
the increasing volume of interstate 
fire insurance had made it impossible 
for individual states to regulate the 
situation. 


Senator O’Mahoney intimated to 
the Committee that he had a great 


JourRNAL oF AMERICAN INSURANCE 


many other questions to ask concern- 
ing organizations of stock fire insur- 
ance companies which appeared to be 
for the purpose of fixing and main- 
taining rate schedules. There seems 
every prospect that further Commit- 
tee hearings will result in the calling 
of a list of leaders in the insurance 
industry for examination as to vari- 
ous phases of insurance practices. 


UIC 





LOSER cooperation by the 
various state insurance depart- 
ments on interstate fire insur- 

ance risks was advocated in a recent 
report released by the New York In- 
surance Department. 


The document is a voluminous af- 
fair and deals with a list of allied sub- 
jects including the issuance of mas- 
ter policies and underlying policies, 
the submission of policies to stamp- 
ing and audit bureaus, and the allo- 
cation of premiums for preparing 
annual statements, statistical data 
and facts and figures. 


Sidney H. Moss an examiner for 
the New York Department compiled 
the report. He argued that rate- 
controlled states such as New’ York 
and Texas are in effect detoured 
when rate favors are granted in other 
states by the I.U.B. which does not 
use a fixed formula for spreading in- 
terstate rates. It is his observation 
that almest universally premiums are 
less than should have been charged 
if separate individual policies for 
each location had been issued. 


He further said that underlying 
policies are not generally in the pos- 
session of the assured and too often 
they are not used for tax computa- 
tion purposes. It has been found, he 
said, that under the same master pol- 
icy there are unwarranted variations 
of rates and that where two compan- 
ies participate in covering the same 
risk it is not uncommon for them to 
issue underlying policies for the same 
location at different rates. 


The report pointed out that the 
practice of issuing underlying poli- 
cies at tariff rates could easily be 
only a gesture toward conforming to 
rate regulations since the premiums 
actually collected are frequently not 
tariff rates at all. 


Mr. Moss was particularly anxious 
to make plain a proper procedure for 
distribution of premiums for state 
tax allocation. On this he said in 
part: 


Release Interstate Fire Report 
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“An interstate policy premium must 
be allocated to the various. states in or- 
der that a premium tax may be paid to 
the States concerned. Although it 
might seem that the source for State tax 
figures would be the premiums entered 
on underlying policies, 113 of the 116 
companies included in this survey do not 
use underlying policy premiums to ac- 
cumulate State tax figures. 


“Underlying policies are disregarded 
by most of the companies when compil- 
ing tax statistics because, as we have 
seen, the underlying provisional premi- 
ums usually do not agree in total with 
the actual premium collected under the 
master policy provisional deposit; and 
the underlying earned premiums usually 
do not agree in total with the earned 
premium collected under the master pol- 
icy. Of importance is the fact that since 
there are two distributions of the master 
contract premium the amounts, rates 
and premiums appearing on underlying 
policies frequently do not agree with 
the amounts, rates and premiums used 
for tax allocations.” 


In his opinion the present underly- 
ing policies do not serve any useful 
purpose because they do not disclose 
master policy clauses, rates or premi- 
ums and it is his suggestion that a 
new systeni looking toward satisfac- 
tory uniform procedures should be 
worked out so that there will be a full 
disclosure of all significant details of 
the master policy. 


He put forth the idea that a central 
stamping bureau should be formed 
with authority to act for all states and 
to facilitate the audit of interstate 
policies. It was his thought that if 
standardized underlying policy regu- 
lations are to be established it will be 
imperative to require that acceptable 
rating plans be filed with insurance 
departments. Further he said: 


“If uniform procedures are to be put 
into effect, the active assistance of in- 
surance companies and the cooperation 
of all insurance departments will be re- 
quired, because of the interstate cover- 
age afforded by this insurance. 


“With regard to the proper allocation 
of premiums by States, it would appear 
that until a nation-wide rating plan is 
properly adopted, the force of existing 
statutes would require the allocation of 
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premiums in accordance with the values 
and filed rates in each local jurisdiction. 
Any proposal for the use of local values 
and the average rate of the master pol- 
icy would, therefore, be improper. It is 
possible that some procedure or ma- 
chinery could be adopted for the cen- 
tralized accounting and reporting to 
companies of premium allocation. 

“Tt is also possible that all provisional 
premiums could be carried in a single 
account and distributed in one operation 
for the year, reversing entries could be 
made the following year. The earned 
premium on each policy would then be 
allocated to the various states on the 
actual basis.” 


The recommendation was also 
made that interstate business be 're- 
ported and classified separately from 
other experience, since under the 
present system there is a distortion 
of what the actual picture should re- 
veal. There is room, he said, for a 
great deal of improvement in making 
practices uniform. To that end, he 
declared, it was important that his 
report be sent to the committee on 
interstate rating of the National As- 
sociation of Insurance Commission- 
ers, the Insurance Departments of 
every state, and to groups or associ- 
ations representing. companies en- 
gaged in covering interstate business. 





Book Review 











“Practical Fire and Casualty In- 
surance” by J. Edward Hedges, Ph. 
D., associate professor in charge of 
the. Insurance Department at Indiana 
University, has just been published 
by The National Underwriter Com- 
pany. It is an elementary outline of 
the different fire, inland marine, casu- 
alty and surety forms and coverages, 
together with a concise discussion of 
the insurance business in general. It 


sells for $2.50. 


The book is based upon the corre- 
spondence course which Professor 
Hedges prepared for Indiana Uni- 
versity at the request of the Insur- 
ance Department and insurance men, 
to meet the need for training for the 
state agents’ license examination. 
Adapted to book form and enlarged 
so that its material is applicable to 
all territories, it makes an ideal intro- 
duction to the insurance business for 
a new person. 


The book is divided into ten chap- 
ters covering principles of insurance, 
organization of the insurance busi- 
ness, the standard fire policy (which 
includes the 1943 New York form), 
extended cover and collateral fire 
lines, consequential loss, including 
use and occupancy, general liability 
and workmeri’s compensation, inland 
marine, automobile, miscellaneous 
casualty lines and surety bonds. 
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COMPENSATION PLANS DISCUSSED AT 
A.M.A. MEETING IN CLEVELAND 


F major interest in the meet- 

ing of the insurance division 

of the American Manage- 
ment Association recently held in 
Cleveland was the discussion relating 
to new workmen’s compensation plans 
which have been proposed. 

The panel assigned to answering 
questions consisted of J. R. Blades, 
a New York insurance consultant, 
Gilbert Sinott of the New York 
brokerage firm of DeLanoy, Kipp & 
Swann, William Leslie, manager of 
the National Bureau of Casualty & 
Surety Underwriters, and H. W. 
Yount, Boston, vice president of the 
Liberty Mutual Insurance Company. 
Clayton G. Hale, Cleveland insur- 
ance agent and former deputy chief 
of the Navy insurance division was 
chairman. 

Mr. Blades opened the discussion 
by saying in summary that the guar- 
anteed cost plan is the same as the 
graded cost plans which have been 
coming into use of late and the four 
rating plans are much like the 1937 
plan, with modifications. He pointed 
out that there are 96 possible tables 
of computation which can be used 
and thus each risk must be individu- 
ally considered. 

He said that the guaranteed cost 
plan pays no attention to the individ- 
ual risk and thus its discounts are 
hased on the reduced unit cost of 
handling large lines with gradations 
when the premium exceeds $1,000. 

He declared that plan A is de- 
signed to protect the assured from 
any possible surcharge, but compen- 
sating for this is a relatively high 
minimum premium. It is often true 
in most brackets that the basic pre- 
miums are higher than when the 
other two plans are used. 


He explained that plan B is much 
like the original retrospective rating 
plan but the basic premiums are low- 
er, and in fact in nearly every bracket 
the basic premiums in plan B are 
lowest of all. When the standard 
premium reaches $18,000 the maxi- 
mum saving of the insured is more 
than his possible surcharge liability. 

Plan C was said to be for insureds 
who do not like a limitation on what 
they consider the possibilities of sav- 
ings and who wish to go into elabo- 
rate plans of reducing losses: Up to 
the $20,000 point the basic premiums 
are considerably higher than in Plan 
B and some of the charges are higher 


up to $175,000. However, the maxi- 
mum premium is the same as Plan 
B and no minimum premium is pro- 
vided for. 


Mr. Blades estimated that in a pe- 
riod of four years the old retrospec- 
tive rating plan developed premiums 
aggregating $30,655,000 with a sav- 
ing of something like 16 2/3%. 

Mr. Sinott took up the various 
plans from an analytical standpoint 
based on his idea of the needs of 
varying sizes of risks that developed 
different loss ratios. 


Mr. Leslie said that whatever plans 
are established they must conform 
to certain mathematical principles 
and that the present effort of the 
companies was to devise a flexible 
program which would conform to the 
desires of various types of insurance 
buyers. He said that one advantage 
of the new plans is that they avoid 
the objections to the old interstate 
rating formula where reductions were 
made only on the premiums applied 
to unregulated states. 


As to the $1,000 minimum this was 
fixed he declared because the com- 
panies would not be justified in ask- 
ing agents to reduce commissions on 
lower amounts of business. 


Mr. Yount found several points of 
difference with the former speakers, 
mostly as to the possibility of plant 
owners having available information 
to completely follow the recommen- 
dations of Mr. Blades and Mr. Sinott 
because, he said, if the future could 
thus be foretold, alk bad risks would 
be on a guaranteed cost basis and all 
good risks on a retrospective basis. 
The fact was, he continued, in the 
long run there was likely to be as 
many wrong guesses as right guesses, 
thus leaving a legitimate field in 
which the insurance companies can 
successfully operate. 


He made the observation that now, 
for the first time, all carriers are on 
a participating basis although some 
do their participating in advance, 
through the advance discounts. His 
explanation of the non-stock adjust- 
ment factor was that participating 
carriers have a lower expense load- 
ing and for that reason cannot jus- 
tify the same gradation on the larger 
risks as the stock companies with 
their different system of operation. 


He stated that while the new plans 
had not been in effect lang enough to 
draw any definite conclusions, the re- 


sults in Michigan which his com- 
pany had experienced might be symp- 
tomatic. The plan went into effect 
in Michigan July 1 and because of 
the large amount of war industry, 
there have been a number of fair 
sized risks considering the new plans. 
The tendency in that state appears 
to be for smaller risks to drop retro- 
spective rating because of the sim- 
plicity and savings under the new 
guaranteed cost plans with advance 
discounts. There have not been many 
risks developing standard premium 
of less than $15,000 which have been 
interested in retrospective rating 
since the new plans were adopted. 
For those risks electing retrospective 
rating, Plan B is preferable amongst 
the larger risks. 


In his opinion, much of the saving 
in retrospective rating has been the 
result of redundant rates. This is 
evident from the average reduction 
of around 25% in rates for compen- 
sation insurance during the past five 
years. The elimination of overtime 
payroll which was effective October 
Ist in nearly all the states will, of 
course, cut the premiums anything 
from 5 to 25% and he counselled 
that this should be kept in mind when 
the problem of using a plan is be- 
fore a plant owner. He stated that 
compensation experience has been 
getting worse and he believed loss 
ratios will, within possibly a year, 
go above the permissible point. 


Mr. Yount also pointed out that 
with the new retrospective rating 
plans providing greater flexibility 
and greater savings for favorable ex- 
perience the proper selection of an 
insurance carrier was of greater im- 
portance than ever. The necessity 
for a carrier equipped to give ade- 
quate loss prevention and claim serv- 
ice will assume greater importance in 
the mind of the buyer and tend to 
cause him to select insurance carriers 
making a business of Workmen’s 
Compensation insurance. 


As to elimination of overtime from 
payrolls, Mr. Yount doubted if states 
having monopolistic compensation 
funds will adopt such a suggestion. 


The session closed with a discus- 
sion between Mr. Yount, Mr. Leslie, 
and Mr. Sinott concerning the me- 
chanics of handling policies and en- 
dorsements and whether the plans 
could be made to appeal to those who 
now self insure. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From December 1, 1943 Through December 31, 1943 








468, ANTI-TRUST BILLS. Senator Joseph C. O'Mahoney 
of Wyoming on December 3 offered two amendments to 
the Bailey-Van Nuys bill (S.1362) during a lengthy 
hearing on the measure which would exempt insurance 
companies from the provisions of the Sherman Anti- 
trust and Clayton Acts. Senator O'Mahoney is asking 
the Senate Judiciary Committee to insert the amend- 
ments in the bill before the measure is reported to 
the Senate. The first amendment is designed to pro- 
vide that if insurance companies issue preferential 
rates to interstate business, those rates shall 
first be passed and approved by state authority. The 
second amendment is designed to close the door to 
any discriminating practice against any person or 
association which is duly licensed to engage in the 
insurance business in any state. Senator O'Mahoney 
explained that he thought the stock companies acted 
to bar nonstock insurers from their organizations 
and he was opposed to "private bureaucracy set up 
through voluntary organizations." 


469, WISCONSIN MUTUALS. M. F. Schwalbach, secre- 
tary, Germantown Mutual Insurance Company of Ger- 
mantown, Wisconsin, was elected president of the 
Wisconsin State Association of Mutual Insurance 
Companies at a business meeting of the organization 
held at the Schroeder Hotel in Milwaukee on Decem- 
ber 8. This year's annual convention of the Associ- 
ation was canceled in accordance with the desire of 
the Office of Defense Transportation. Other offi- 
cers elected include: Junias H. Pleuss, secretary, 
Manitowoc Mutual Fire Insurance Company, Manitowoc, 
Wisconsin, vice president; Theodore R. Schmidt, 
secretary, Kewaskum Mutual Fire Insurance Company, 
Kewaskum, secretary-treasurer; and Herbert W. 
Roehr, secretary, Cream City Mutual Fire Insurance 
Company, Milwaukee, Charles Vande Zande, secretary, 
Campbellsport Mutual Insurance Company, Campbells- 
port, and Junias H. Pleuss, directors. Retiring 
president, Gary H. Kamper, executive vice president 
of the Badger Mutual Fire Insurance Company of Mil- 
waukee, automatically became an ex officio member 
of the board of directors. 


470. DECEASED. Charles A. Holmes, chairman of the 
board of directors of the Preferred Mutual Fire In- 
surance Company of Chenango County, New Berlin, New 
York died recently at the age of 83. A brother of 
Frank E. Holmes, founder of the company, he had 
served on the board of directors since 1896. He 
was president of the company from 1919 to 1935 and 
chairman of the board since that date. 


471, OVERTIME WAGES. The New York Insurance De- 
partment on December 16 approved the emergency war- 
time proposal of the Compensation Insurance Rating 
Board of New York providing for the exclusion of 
overtime wages in the computation of compensation 
insurance premiums. The proposal was adopted by 
the Classification and Rating Committee of the Con- 
pensation Insurance Rating Board on December 1 and 
was then filed with the New York Insurance Depart- 
ment for approval. The program was slated to become 
effective January 1, 1944. Under the program extra 
remuneration earned for overtime will be disre- 
garded, but remuneration earned at regular rates of 
pay will be included for the total hours worked, 
whether regular time or overtime. The application 
of the rule for the exclusion of extra remuneration 
is dependent upon the employer maintaining books and 
records, that will show separately, by employee and 
by class of work, the remuneration earned at regu- 
lar rates of pay and for overtime for those hours 
worked when there is overtime. If an employer's 


records are not maintained so as te disclose the 


actual overtime work and the remuneration therefor, 
no deduction will be allowed. 


472, ANTI-TRUST. Positive confirmation that a 
group of southern attorneys general will file a 
States Rights brief in the Department of Justice 
Appeal of Judge Underwood's decision throwing the 
S.E.U.A. indictments out of court has: been secured 
from the office of T. Grady Head, Georgia attorney 
general. It is believed that the brief has not as 
yet been filed. U. S. Attorney General Francis 
Biddle on December 28 filed a brief before the Su- 
preme Court in which he advanced federal regulatory 
power over the insurance industry. In his brief the 
Attorney-General declared: "The insurance industry 
should be subject to federal regulatory power. The 
record confirms what is commonly known, that the 
insurance business is a great national industry, in 
every sense of the word." Oral argument in the case 
was expected to be heard by the Supreme Court on 
January 10. 


473, NATIONAL BOARD. Appointment of A. Bruce 
Bielaski to the office of assistant general manager 
of the National Board of Fire Underwriters was an- 
nounced by the organization's executive committee 
following a meeting on December 9. Mr. Bielaski has 
been head of the National Board's arson department 
Since 1927 and he will continue in charge of that 
work. The executive committee also advanced Lewis 
A. Vincent from assistant secretary to assistant to 
the general manager and H. A. Coumbe from assistant 
secretary to executive assistant. 


474, KENTUCKY DEPARTMENT. Sherman Goodpaster, 
Kentucky Director of Insurance, early in December 
sent his resignation to Simeon Willis, newly elected 
Republican Governor of the state. No successor to 
Mr. Goodpaster has as yet been named. 


475, B.D.0. Resigned as assistant director of the 
Business Development Office is H. P. North. He be- 
came associated with Bernard P. Carter, general 
agent of Richmond, Virginia on January 1 as assist- 
ant manager and member of the firm. Mr. North joined 
the B.D.0. as assistant director in January 1939 in 
charge of its Pacific Coast branch, and he was trans- 
ferred to the New York office two years later. 


476. AGENTS. A decision not to hold a mid-year meet- 
ing this year, because of wartime conditions, was 
reached by the board of directors of the National 
Association of Insurance Agents at a recent meeting 
in New York City. However, the national board of 
state directors will hold a meeting late in the 
winter in a centrally located city. Action taken 
by the executive committee at its meeting included 
the re-election of Judge B. Miller as secretary and 
George DuR. Fairleigh as treasurer and assistant 
secretary and the reappointment of Walter H. Ben- 
nett as counsel. 


477. CASUALTY ACTUARIES. The Casualty Actuarial 
Society will hold its examinations April 12-13, 
1944 it has been announced by secretary Richard 
Fondiller. Applications should be filed with Mr. 
Fondiller at 90 John Street, New York 7, New York 
by January 15. 


478, NEW YORK FIRE RATES. Served on the New York 
Fire Insurance Rating Organization by the New York 
Insurance Department is an order requiring it to 
show cause why fire insurance should not be equit- 
ably adjusted in New York at this time. Preliminary 
figures, Superintendent Robert E. Dineen, an- 
nounced, indicate an over-all reduction of 23.9% 
is justified on the basis of experience for the five 
years 1938 to 1942 inclusive. Since these figures 
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do not give full effect to rate revisions made since 
1938 nor do they reflect loss trends indicated by 
current experience, Supt. Dineen pointed out that 
a difference between the preliminary estimates and 
the final result is to be expected. It was also 
emphasized that while reductions in varying amounts 
can be expected in many classifications there will 
be some in which increases may be warranted. 


479, W. C. RATES. Insurance Commissioner David A. 
Forbes of Michigan on December 7 announced that the 
Michigan regional compensation committee had pro- 
mulgated new workmen's compensation rates, effec- 
tive as of December 31, representing an over-all re- 
duction from 1943 rates of 7.9%. Rates in certain 
classifications, it was conceded, will be somewhat 
higher but the bulk of the changes are downward. The 
reduced rates are expected to bring about a saving 
to employers next year of from $2,000,000 to §$2,- 
400,000. 


480, WORCESTER MUTUAL. Harry‘Harrison, for the 
past thirty years secretary-treasurer of the Wor- 
cester Mutual Fire Insurance Company of Worcester, 
Massachusetts has been elected president-treasurer 
of the company. He succeeds Willis E. Sibley who 
continues as a member of the executive committee 
along with Mr. Harrison and vice president Myron E. 
Converse. H. Lincoln Harrison who has been serving 
the company as assistant secretary, was named super- 
visor of agencies and will have charge of the field 
work in the New England States and New York State, 
the territory in which the company operates. Minott 
M. Rowe, assistant secretary of the carrier now on 
leave as a lieutenant in the U. S. Navy was advanced 
to secretary. Forrest E. Wheeler was re-elected 
assistant secretary and assistant treasurer. Other 
changes included the election of Robert L. Freeman 
as assistant secretary and Laura S. Martin as as- 
sistant treasurer. 


481, CASUALTY & SURETY EXECUTIVES. Resignation of 


Harold K. Philips as director of publicity of the 
Association of Casualty & Surety Executives has been 
announced. Mr. Philips who joined the Association 
in 1938 after a wide experience in newspaper and 
publicity fields plans to re-enter the weekly news- 
paper business. For the time being the Association 
does not plan to fill the post vacated by Mr. 
Philips. 


482, PUBLIC RELATIONS. Ralph W. Bugli, for the past 
two years a member of the public relations depart- 
ment of the National Board of Fire Underwriters has 
joined the staff of Averell Broughton, advertising 
and public relations counsel. It was made clear 
that the addition of Mr. Bugli to the Broughton 
staff was separate and apart from any increase in 
personnel by the National Association of Insurance 
Agents in connection with the public relations pro- 
gram on which Mr. Broughton serves as counsel. 
Prior to joining the National Board, Mr. Bugli 
served four years as advertising manager of the 
London Assurance and the Manhattan Fire and Marine. 


483. OHIO FIRE POLICY. Superintendent of Insurance 
J. Roth Crabbe of Ohio on December 11 notified fire 
insurance companies authorized to do business in the 
state that he was recommending postponement of the 
adoption of the 1943 New York Fire Insurance Policy 
from January 1, 1944 to March 1, 1944. This was 
done he stated because it had been ascertained that 
the forms being prepared for use with the new con- 
tract would not be ready for distribution until 
March 1. Superintendent Crabbe also made it clear 
that companies desiring to use up existing stocks 
of policies and give the assured the coverage of the 
new policy may do so between March 1, 1944 and De- 
cember 31, 1944 providing each policy is endorsed 
to that effect. The Superintendent further recon- 
mended that each company prior to March 1 file with 
his office a letter agreeing to construe its out- 
standing Ohio policies having an inception date 
prior to March 1, 1944 as conforming with the 1945 
New York Standard Fire Insurance Policy. 


484, TENNESSEE COMPENSATION. Announced by Governor 


Prentice Cooper of Tennessee on December 14 follow- 
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ing a conference between Insurance Commissioner, 
James A. McCormick and the National Council on Con- 
pensation Insurance was a 17% over-all reduction in 
workmen's compensation rates for the state. The re- 
duction which became effective January 1, 1944 also 
includes the "over-time waiver rule" which it is be- 
lieved will cause a further decrease in rates cal- 
culated as much as 2% for many employers. 


485, FIRE LOSS. Fire losses in the United States 
during November totaled $31,647,000 — an increase 
of $7,503,000 or 31% more than the figure reported 
for the same month last year — according to prelim- 
inary estimates of the National Board of Fire Under- 
writers. The November total was also 7% higher than 
the figure for the preceding month. Losses for the 
first eleven months of 1943 totaled $332,519,000 
which is $54,000,000 more than for the correspond- 
ing period of 1942. 


486. INSURANCE PROBE. Introduced in the House of 
Representatives on December 15 by Congressman Wal- 
ter A. Lynch (Dem., N. Y.) was a resolution calling 
for a thorough investigation of fire insurance con- 
panies and allied lines of business. The resolu- 
tion, which sets up a committee of seven members of 
Congress to conduct the investigation, calls for a 
probe into the history and causes of the growth of 
companies engaged in fire insurance. The investi- 
gation would cover the history of the methods of 
creating premium rate structures, and any discrin- 
ination as among policyholders or as among differ- 
ent sections of the country. The extent and causes 
of concentration of control of the various com- 
panies and allied lines of business and the effect 
of such concentration upon carriers would be. asked 
of representatives of fire insurance companies. 
Complete details with regard to the effect of state 
and federal laws, rules and regulations upon com- 
petitive practices, premium rates, reserves, in- 
vestments and dividends of the companies, as well 
as any other questions which may aid Congress in 
formulating any necessary and remedial legislation 
would also be included in the probe. 


487, W. C. RATING PROGRAM. Superintendent of In- 
surance, Robert E. Dineen of New York at a public 
hearing on December 15 refused to consider the 
stock companies’ program for the rating of work- 
men's compensation when proponents of the plan could 
not show him that he had the power to consider the 
filing. Superintendent Dineen pointed out that he 
doubted he was legally empowered to consider a com- 
pensation rate filing made by a group of companies 
other than through the Compensation Insurance Rat- 
ing Board of New York. Since the filing had been 
made directly by the National Bureau of Casualty and 
Surety Underwriters (the plan failed of adoption 
by the Governing Committee of the Compensation In- 
surance Rating Board at a meeting on November 4) 
the Superintendent contended he could not act. Mr. 
Dineen told the company representatives present 
that he would consider the merits of the program 
only after he had been shown that the insurance law 
gave him the power to act on the filing which had 
been made by the National Bureau on behalf of its 
member companies. During the course of the hearing 
Mr. Dineen intimated that he was somewhat troubled 
as to whether the rate making law as it now exists 
constitutes a discrimination between sizes of 
risks. He implied that a hearing will be held where 
the subject will be explored and at which all inter- 
ested parties will be entitled to speak. Superin- 
tendent Dineen was subsequently advised that nei- 
ther the National Bureau of Casualty and Surety 
Underwriters or the Association of Casualty and 
Surety Executives would file briefs setting forth 
the stock casualty companies' arguments in support 
of the program. Latest development in connection 
with the matter is a ruling by Superintendent Dineen 
that because the stock companies' delegation of rate 
filing power to the New York Compensation Insurance 
Rating Board is still in effect the Department can- 
not recognize the filing of the four option rating 
plan made by the stock companies after the rating 
Board turned it down. A public hearing is to be 








Omics SS me eS ate OO Oe be 6 Oe ee eee ek ee ee ee a ee OS et i a a i: cs ce i i i ee i 


1 








a 
y 
i 
3 
4 
i 
3 
{ 
2 
y 
d 
h 
t 
n 
n 
e 
e 
g 
g 
) 








called, it was stated, for a re-exploration of ex- 
isting rating plans, the scope of the stock con- 
panies proposal and the mutual modification of it. 


488, WAR DEPARTMENT. Promoted to a full Colonel on 
December 10 was Reese F. Hill, in charge of the War 
Department's insurance division at Washington, D. 
C. He was advanced from the rank of Lieutenant- 
Colonel. 


489, ROYAL-LIVERPOOL. Harold Warner, senior execu- 
tive of Royal-Liverpool on January 1 relinquished 
the office of United States Manager of the two car- 
riers but retained the position of general attorney. 
Named to succeed Mr. Warner as manager is Harold C. 
Conick, who has been assistant manager. 


490. CROP INSURANCE. Passed by the United States 
Senate is an amendment to the deficiency appropria- 
tion bill which would provide $2,428,656 for oper- 
ating and administrative expenses of the Federal 
Crop Insurance Corporation. This legislation would 
permit liquidation of any insurance liability on 
crops-for 1943 and prior years, and would permit 
three year contracts held on or before July 12, 1943 
to run to expiration. Under the terms of the amend- 
ment the appropriation is not to be used for new 
contracts on winter wheat of the 1944 crop except 
for holders of three year policies. The bill now 
goes to the Conference Committee of the two houses. 


491, UNIVERSITY TEACHERS. Canceled by the execu- 
tive committee of the American Association of Uni- 
versity Teachers of Insurance was the organiza- 
tion's annual convention usually held during the 
week between Christmas and New Years. As was done 
last year the Association will publish a journal 
instead of holding the convention. The theme this 
year will be life insurance. The annual election 
of the Association will be conducted by mail and 
nominees selected by the Nominating Committee in- 
clude: president, Frank G. Dickinson, University of 
Illinois; vice president, C. A. Kulp, University 
of Pennsylvania; secretary-treasurer, C. A. Kline, 
University of Pennsylvania; member of the executive 
committee (2 year term) L. P.*McCord, Jacksonville, 
Florida; and member of the executive committee (3 
year term) J. Edward Hedges, Indiana University. 


492, TRAFFIC DEATHS. 1943 traffic fatalities in 
the United States have been estimated by the Na- 
tional Safety Council at 23,000 — a drop of 20% 
from the 1942 total and at least 40% below the pre- 
war toll of 1941. The 1943 figure represents a 
saving of 5,000 lives over last year and almost 
17,000 over 1941. 


493. COMPENSATION DECISION. A person awarded work- 
men's compensation in one state is barred, except in 
exceptional cases, from seeking compensation in 
another state for the same injury, according to a 
decision handed down on December 20 by the Supreme 
Court of the United States. The majority decision 
held that Sullivan H. Hunt of Rosepine, Louisiana 
was not entitled to recover compensation under Lou- 
isiana law after an award had been made by the In- 
dustrial Accident Board of Texas. He was employed 
by the Magnolia Petroleum Company of Dallas. 


494, AGENTS LICENSING. The West Virginia Insurance 
Department has had under consideration for some time 
the inauguration of a new plan of agents licensing 
which eliminates the necessity of an agent holding 
a State license for each company he represents. The 
plan under consideration involves the issuance of a 
single license to a man which would simply authorize 
him to solicit and procure and countersign policies 
of insurance in licensed companies from whom he holds 
a valid commission of authority or contract. The 
payment of the fee of $5.00 annually would be made by 
the agent instead of the company and, although the 
license would expire each year, provision is made 
for notifying both agent and companies of any de- 
linquency. In connection with the plan, the De- 
partment also proposes to require the company, 
through a monthly reporting form to furnish it with 
the names and addresses and dates of appointment 
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of all new agents hired during the month, and also 
the cancellation of any commission of authority 
during such month. Companies licensed in the 
state have been urged to immediately consider the 
benefits to be derived by the inauguration of the 
new plan and transmit their views to the Department. 


495, COLD STORAGE LOCKERS. Amended by Insurance 
Commissioners Donald A. Knowlton of New Hampshire 
and Charles E. Burns of Vermont in recent rulings 
is the Nation-Wide Definition previously adopted 
by the two states to permit the writing of a marine 
or inland marine form of policy providing multiple 
peril coverage on merchandise of the assured's 
customers, consisting principally of meats, game, 
fish, poultry, fruit, vegetables and all property 
of a similar nature, being property of the customer, 
accepted by the assured for processing, transporta- 
tion and storage in cold storage lockers. 


496, APPROVES W. C. PLAN. The Wisconsin Compensa- 
tion Rating and Inspection Bureau has approved 
effective December 31, 1943 the broad workmen's 
compensation rating program filed by the National 
Council on Compensation Insurance. The program con- 
taining both the stock and non-stock plans, now has 
been approved or is effective in 22 states and the 
District of Columbia. The states of Texas and North 
Carolina approved only the stock plan. 


497, MERGER. The North Central Mutual Insurance 
Association of Boone, Iowa and the Ace Mutual In- 
surance Association of Cedar Rapids, Iowa have been 
merged under the new name of the United Mutual In- 
surance Association. Scott McIntyre becomes presi- 
dent of the combined companies; H. E. Lynch assumes 
the vice presidency, and Fred W. Hagen has been 
named secretary. , 


498, KENTUCKY FIRE POLICY. Approved by the Kentucky 
Insurance Department on December 31 for use in the 
state after March 1, 1944 is the 1943 New York fire 
insurance policy. Companies desiring to use up ex- 
isting stocks of policies and forms may do so be- 
tween March 1, 1944 and December 31, 1944 providing 
each policy is endorsed construing the contract sub- 
ject to the provisions of the 1943 New York forn. 
If companies so elect they may interpret policies 
having an inception date prior to March 1, 1944, in 
respect to anv loss occurring subsequent to noon 
standard time March 1]. 1944, as having been written 
on the new form by filing of an endorsement. Com- 
panies will be permitted to file with the Devartment 
an agreement containing the conditions of this en- 
dorsement instead of attaching the endorsement to 
individual existing policies. 


499, COMRINATION POLICY. Combination automobile 
and comprehensive personal liability insurance pol- 
icies may be issued in Maine, subject to certain 
conditions, according to a ruling just issued by 
Insurance Commissioner, Alfred W.- Perkins. The 
prescribed conditions under which the policy may be 
issued are: that the agent must represent both com- 
panies; a descripvtion of the automobile must be 
given in the policy; the Maine automobile liabil- 
ity policv endorsement must be included: inasmuch as 
convertible collision coverage is not available in 
the state, if included in the policy, it must be 
stamved out in red and there must be included an 
endorsement providing that if either company can- 
cels its coverages, the insured may cancel the bal- 
ance of the coverage in the policy in which event 
he shall be entitled to a pro rata return premium. 
All companies wishing to write the coverage must 
submit copies of their policies to the Maine De- 
partment. , 


500, MARYLAND FIRE POLICY. The 1943 New York Stand- 
ard fire insurance policy has been informally ap- 
proved by the Maryland Insurance Department for use 
in the state on and after March 1, 1944. Companies 
wishing to use up present stocks of volicies and 
give the assured the coverage of the 1943 form may 
do so provided the specified form of endorsement to 
that effect is attached to the policy. 
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ACQUISITION COST — DPC agency al- 
lowance 33; graded commission 47,172, 
254,299,354; Cincinnati brokerage rule 


239. 


AGENTS — meeting date 22; DPC agen- 


cy allowance 33; Minnesota Supreme 
Court 38; publicity program 44,96,338, 
482; graded commissions 
299,354; fraud suit 55; Georgia qualifi- 
eation bill 81; 


133; New York state-city controversy 
159,191,348; mutual agents 


oe 


ize 252; N. C. mutual agents elect 


266; Tennessee mutual agents 303; 
Cincinnati agents 352; Virginia mutual 
agents 368; 
369,391; N.E. mutual agents 
unlicensed agents 422; 
agents 425; Reed resignation 437; Can- 
cellation mid-year meeting 476; West 
Virginia licensing 494. 


ALIEN INSURANCE — data curb 13; 
communications office 52. 

COURTS — Missouri compromise 1; At- 
lanta anti-trust 2,151,2 
472; hospitalization plans 25; Missouri 
anti - trust 27,215,253,268,355,400; 
tual surplus 30; acts of agents 38; 
guest law 86,120; reciprocal regulation 
SS, Cocoanut Grove 107,136; Tacoma 
bridge 122,280; mortgagee 127; unem- 
ployment compensation 137,235; 
kansas compensation A413 
ized practice 154,211,272,430; Maryland 
Casualty Suit 157,386; N. Y. anti-trust 
165,249,295; 
331; part-time agents, 265; Illinois 
compensation award 387; Oklahoma 
premium tax 418; Illinois adjusters 
compensation 460; workmen’s compen- 
sation decision 493. 

COMMISSIONERS — association 
72,153, 168, 228, 301, 328, 389, 392,434; / 
kansas 110; California 75,83,353,414, 452; 
Connecticut 144,244,284,456; Hawaii 
187; Idaho 17; Illinois 42,118,177; Ken- 
tucky 234,271,474; Maryland 171,379; 
Massachusetts 306; Michigan 10,19,35, 
410; Minnesota 250,432; Missouri 459; 
New Hampshire 155,230; New Jersey 
24; New York = 29,257,349,377,403,444; 








Ohio 7,46,408; Oklahoma 190,316; Penn- 
1 






sylvania 21,367; Rhode Island 90; South 
Dakota 108; Texas 69; Utah 85; Ver- 
mont 164; Washington 313; Wisconsin 
162,183,317; Wyoming 104; Canada 276, 
3S2. 

COMPANY RETIREMENTS — Ohio Un- 
derwriters 106; General Schuyler 289. 


DEATHS — Cronin 28; Chase 63; Hay- 
cock 92; Forshay 115; Danforth 121; 
Hedge 148; Higgins 206; Howell 222; 
Muller 243; Robbins 267; Whitney 292; 
Pearson 319; Campbell 335; Swain 394; 
McLaughlin 420; Keyes 423; Button 
433; Holmes 470. 


FEDERAL AGENCIES — ante anti- 
trust 2,151,212,309,346,416,472; Federal 
income tax 11; REA Gocmanutives 26, 
193,260,358; DPC agency allowance 33; 
WPB rebuilding regulations 49; HOLC 
liquidation 70; Clark appointment 91; 
war damage  11,32,54,71,78,80,82,84,117, 
124,129,156,166,199,245,413,147; 
work week 143,169; FDIC 146; 
surance 150,236,287,3 





crop in- 


Commission 238; Navy Dept. air travel 
liability 246; Dr. Manes advisor to A. 
S.T.P. 281; Civil Aeronautics Authority 
327; Navy Insurance division 438; fire 
insurance probe 486; War Department 
insurance division 488. 


FIRE LOSSES — Fall River salwage 6; 
1942 fire losses 8; January fire losses 
41; February fire losses 93; Cocoanut 
Grove 107,136; March fire losses 134; 
April fire losses 197; fire prevention 
week 219; May fire losses 233; June 
fire losses 286; July fire losses 321; 
August fire losses 362; September fire 
losses 405; October fire losses 441; No- 
vember fire losses 485. 


LEGISLATION — Georgia qualification 
bill 81; war exclusion clause 82,156, 


47,172,254, 


countersignature 119, 
140,323; non-resident bill 126; 10% law 


meeting 
223,388; Florida mutual agents anes 
263; 
part-time agents 265; N. Y. “1752” club 


licensing of auto dealers 
371,442; 
licensing of 


2,309,346,416, 


Ar- 
unauthor- 


interstate commerce 225, 


ORGANIZA 


48 - hour 
25,365,490; OCD 15, 


288,339,372; Interstate Commerce Com- 
mission 180,315,324,453; War Manpower 


POLICY FORMS — personal 


318; financial responsibility 87,192,440; 
renewal’ certificates 95,312; aircraft 
cover 98; multiple writers 100; non- 
assessable 123,142; non-resident agents 
126; Agents 10% law 133; adjusters 
139; crop insurance 150,236,287,325,365, 
490; personal property floater 152; so- 
cial security 185,220; Pepper bill 241; 
Virginia compulsory auto hearing 251, 
314,409; advertising claims 341; anti- 
trust 378,451,468; fire insurance probe 
486. 





MARINE INSURANCE — 1942 losses 31; 
Association of Marine Underwriters 
125. 

MUTUAL EXECUTIVES — Grain Deal- 
ers 40,359; Indiana Lumbermens 43; 
Millers of Alton 50,298; Illinois Mu- 
tual 58; Farmers Mutual Hail 68; Ohio 
Hardware 76,457; American Mutual Li- 

umbermens Mutual Cas- 






ualty 114,175,342,399; Hardware of 
Minnesota 161; Mutual Fire of D. C. 
196; Employers Mutual Liability 218; 


Mutual Fire Ins. Assn. of N.E. 232,351; 
Virginia Assn. of Mutual Ins. Cos. 242; 
Michigan Mutual Liability 262; Im- 
proved Risk Mutuals 279; N. Y. State 
Mutual Casualty Cos. 297; Fitchburg 
Mutual 305; Liberty %°29; Wawanesa 
Mutual 363; Holyoke Mutual 395; Min- 
nesota Mutuals 396; Hamilton County 
406; Towa Assn. of Mutual Ins. Associ- 
ations 458; Wisconsin Mutuals 469; 
Worcester Mutual 480, 


NEW COMPANIES — REA cooperatives 
26,193,260,358; North State Insurance 
Co. 320; » ee Rot Insurance Co. 326; 
Associated Indemnity purchased 310; 
United Mutual Insurance Assn, 497. 


ATIONS — NFPA 9,56,77,176, 
264,463; National Bureau of C. & S&S. 
Underwriters 12,184; National Safety 
Council 23,336,443; Committee for Pro- 
tection of Industrial Plants 40; Fac- 
tory Insurance Assn. 48,247,465; Na- 
tional Fire Waste Council 51,116,261, 
163; Independent Fire Insurance Con- 
ference (Canada) 57; U. 8S. Chamber 
of Commerce 60,103,229,337; Insurance 
Accounting and Statistical Assn. 74, 
145; American Management Assn. 79, 
213,429; American Institute for prop- 
erty & Liability Underwriters 89,278; 
National Board of Fire Underwriters 

»214,270,473; Assn. of Marine Under- 
writers 125; International Claim Assn. 
132,361; Special Libraries Assn. 138; 
Air Transport Assn. 149; NAUA 158, 
170; National Assn. of Insurance Brok- 
ers 167; Underwriters Laboratories 
174; Federation ‘Loss Managers Con- 
ference 178; Insurance Advertising 
Conference 179; Assh. of Casualty & 
Surety Executives 189,481; Midwest 
Safety Conference 194; International 
Assn. of Insurance Counsel 200; Acci- 
dent and Health Underwriters 202; 
American Bar Assn. 207; National 
Assn. of Independent Adjusters 209, 
375; Insurance Society of New York 
210; National Assn. of Credit Men 226; 
Assn. of Insurance Attorneys 273; Na- 
tional Assn. of Mutual Ins. Cos. 307; 
Assn. of Mutual Fire Ins. Engineers 
333,428; Pa. Firemen’s Training Confer- 
ence 334; Long Island College of Med- 
icine 350,466; Insurance ixecutives 
Assn. 364; Planning for Postwar 370; 
Federation of Mutual Fire Ins. Cos. 
383; Fred S. James & Co. 393; Fire- 
men’s Fund 398; Los Angeles Bar 401; 
Casualty Actuarial Society 402,445,477; 
Ins. Federation 412; Underwriters 
Assn. of D. C. 436; Pennsylvania Cas- 
ualty 438; State War Inspection Serv- 
ice 454; Insurance Managers Assn. of 
D. C. 455; Business Development Office 
475; Royal-Liverpool 489; American 
Assn. University Teachers of Ins. 491. 


liability 
standardization 18; war exclusion 
clause 82,156,318; renewal certificates 
95,312,347; ride-sharing 112,203; resi- 
dence theft 130; collision form 158,170; 
N. Y¥. endorsement 173; Minnesota 








Standard fire policy 208; medical pay- 
ments 231; Arizona fire policy 237,357; 
Mississippi fire policy 248; farm em- 


WORKMEN’S 


ployers liability 269,304,366; Montana 
fire policy 291; Lowa fire policy 296; 
New Mexico fire policy 300; Idaho fire 
policy 360; Nevada fire policy 381; 
Washington fire policy 384; Delaware 
fire policy 397; Oklahoma fire policy 
404; Ohio fire policy 421,483; Pa. Dwell- 
ing House Form 446; Hawaii fire pol- 
icy 448; Arizona fire policy 450; Ken- 
tucky fire policy 498; Maine combina- 
tion auto policy 499; Maryland fire 
policy 500. 


PREMIUMS — Canadian fire 73; U. S. 
fire 109; _U. S. Casualty 135; Country- 
wide automobile 195; country-wide 
compensation 217; aviation 356; Mu- 
tual Directory 374. 


RATES — Arkansas compensation probe 
37; automobile 34; boiler 36; FIA dis- 
crimination 45; Texas compensation 
16,62,294; Washington fire 3; an 
equity 61,461; group rating 66 B..4 
Dept. rating plan 131,255; W. C. aded 
expense = 172,254,299,354 419, 424 485.487, 
496; Kansas equity 201; N. Y. compen- 
sation 224; Oklahoma compensation 
258,332; Indiana auto 274; Utah com- 
pensation: 256; Kansas fire 308; Ken- 
tucky farm 341; Illinois fleet 373; Mas- 
sachusetts auto 439; Wash. compen- 
sation 464; New York fire 478; Michi- 
gan compensation 479; Tennessee com- 
pensation 484. 

SELF INSURANCE — survey 14. 

SOCIAL SECURITY — National 
sources Planning Board report 65; 
Canada 101; introduction of bill 185, 
220; AFL program 198,220; Beveridge 
visit 205; Social Security Board A&H 
survey 343; rates 417. 

STATE RULINGS — Mississippi DPC 
agency allowance 33; Minnesota mul- 
tiple writers 59; New Hampshire com- 
pensation endorsement 64; Ohio reci- 
procal powers 147; Kansas cancella- 
tion 186; Virginia licensing 188; Ten- 
nessee enneellation 221; Michigan 
Statement 275; Pennsylvania retalia- 
tory law 311; Mass. renewal certifi- 
entes 312; Ohio agents licenses 330; 
Illinois advertising claims 340; licens- 
ing of auto dealers 369; Missouri un- 
authorized insurance 385; Connecticut 
renewal’ certificates 347; Iowa co- 
ercion 390; N. H. surety powers 407; 
Indiana inland marine 415; Pa. dwell- 
ing house form 446; Ohio ruling on 
“residents” 449; Illinois inland marine 
= N. H. and Vermont inland marine 
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TAX & Rhode Island 20; federal income 


tax 11; Maine moratorium 94; Seattle 


TRAFFIC — 1942 auto death 39; Janu- 
ary-February auto death 67; financial 
responsibility 7,192,440; war transit 
pool 99; N. Y. responsibility law 102; 
traffic contest awards 111; ride-shar- 
ing 112,203; Canadian accidents 128; 
March auto death 163; Traffic Institute 
181; Pennsylvania assigned risk plan 
182; April auto death 216; May auto 
death 259; Michigan assigned risk 
plan 277; Indiana assigned risk plan 
285; Ohio assigned risk plan 302,380; 
motor carrier fire accidents 315; me- 
chanical defect accidents 324; July 
auto death 344; film safety awards 426; 
September traffic death 431; Post-war 
traffic committee 443; Canada assigned 
risk 462; 1943 auto death 492. 


WAR DAMAGE — expense allowance 11; 


war exclusion clause 32,82,156; com- 
pany liability 54; premiums 71; money 
limits 78,166; glass reinsurance S80, 
renewals 84,199,245,447; operations 
117: British 124,282; report 129; Can- 
adian 293,322; reserves 413. 


COMPENSATION — Ar- 
kansas 37; California probe 204,411; 
country-wide compensation experience 
217; New Hampshire 64; New York 
105; Pepper bill 241; policy cancella- 
tion 227; Oklahoma rates 258; Texas 
16,62,294; Utah compensation plan 25 
N. ¥. State Fund 283; Pennsylvania re- 
taliatory ruling 311; overtime wages 
345,471; Illinois industrial data 376; 
medical seminar 427. 
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Developments in Insurance Policies 


Standardization of forms on a voluntary basis 
makes restrictive legislation unnecessary 


‘BY GEORGE SIMMONS 


HE cordial reception which the 

latest New York standard fire 

policy is receiving throughout 
the country surprised many people 
who remembered the resistance to the 
second edition of this form, which 
was adopted in 1918. To date, twelve 
states and the territory of Hawaii 
have adopted it, mostly beginning in 
the spring of 1944. These adop- 
tions were mostly in states where the 
insurance commissioner has power to 
prescribe a standard form. It is ex- 
pected that a number of legislatures 
will consider and probably adopt this 
policy during the next sessions. Even 
more significant, there are indica- 
tions that companies, with the urg- 
ing of agents and commissioners, 
may put it into general use in states 
where no standard form is manda- 
tory. 

Some independent companies are 
already using the latest policy in 
these so-called “open” states, but the 
majority of stock carriers, for the 
sake of uniformity, follow the recom- 
mendations of the National Board of 
Fire Underwriters, even though they 
do not belong to this organization. 
With few exceptions, the National 
Soard of Fire Underwriters has 
recommended the original 112 line 
New York standard fire policy of 
1886 wherever the companies were 
not required to use another. About 
the only exceptions were Colorado 
and Maryland, where the 1918 pol- 
icy was recommended. These two 
states are usually ‘handled for un- 
derwriting and supervisory purposes 
with neighboring states where the 
1918 policy was mandatory and this 
recommendation was made for the 
sake of uniformity. 

There are undoubtedly a number 
of reasons behind this unexpected 
progress, including greater pressure 
from agents and commissioners, 
greater public interest in the subject 
matter of the insurance policy and 
a general feeling that insurance needs 
to put its best foot forward in the 
matter of public relations. But an 
important one, and one which has 
probably been overlooked by many, 
is that the insurance business has be- 
come well used to changes in policy 
forms during the 25 years which 
elapsed between the introduction of 
the second and third New York 
standard fire policies. There is prob- 
ably no line of insurance, including 
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The development of automobile policies has kept pace with car 
and highway improvements. 


fire, which has not had a succession 
of changes—or evolutions—in its pol- 
icy forms. The insurance business 
was undoubtedly better “conditioned” 
for changes in 1943 than in 1918. 
(Is there any significance in the New 
York standard fire policy being re- 
vised during war years ?) 

In life insurance, there never have 
been standard policies and there is 
considerable divergence in many pro- 
visions, which is sometimes the basis 
of competition. On the whole, how- 
ever, the coverages of the different 
companies are sufficiently similar to 
permit them to be considered inter- 
changeably. But there has been a 
tremendous change in the physical 
setup of policies. Nearly all life in- 
surance companies have dropped the 
old “bedsheets” and build their poli- 
cies with sheets of legal document 
size which easily fit a typewriter, 
combining sheets with different pro- 
visions to “assemble” the coverage 
bought by the insured. They thus 
got away from the necessity of print- 
ing a separate policy for each type of 
coverage at each age, and the insured 
gets a contract which looks neater 
and is much more easy to follow. 
Many new forms of life insurance 
and annuities have been developed 
and practically all companies have 
made changes in wording, as well as 
in physical appearance. 


Accident and health policies always 
have changed fast and only a few ex- 
perts can keep up with all the con- 
tracts on the market, so changes are 
no new story in this field. However, 
a most important development since 
the last war was the standardization 
of policy provisions. There are many 
companies which do not use the stand- 
ard provisions and many special pol- 
icies written by companies which use 
them in their regular contracts, but 
the mere existence of standard pro- 
visions was a development of the first 
water. 

New accident and health coverages 
have continued to develop, of which 
perhaps the most important was a 
blanket hospital benefit, as a supple- 
ment to or a substitute for weekly 
indemnity and benefits for various 
specified accidents or illnesses. Hos- 
pitalization insurance, which is both 
inside and outside the field of acci- 
dent and health companies, has de- 
veloped into an important insurance 
division of its own and undoubtedly 
it will go through a period of changes 
and evolution in its contracts. 
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S recently as ten years ago, stand- 
ardization of automobile insur- 

ance policies was unknown and not 
even regarded as desirable by many 
Policies and endorsements, 


persons. 
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both fire and casualty, were changed 
often by each company, sometimes so 
often that adjusters had difficulty in 
learning whether a particular loss 
was covered or excluded. The stand- 
ardization of automobile liability pol- 
icy provisions, which became effective 
late in 1935, was a tremendous joint 
achievement of the American Mutual 
Alliance and the National Bureau of 
Casualty & Surety Underwriters, 
representing several years work. So 
thoroughly and so satisfactorily was 
the job done that the overwhelming 
majority of carriers who were not 
members of either organization adop- 
ted and have continued to use the 
standard contracts. 


The two organizations have always 
made it clear that they never drew up 
a “standard policy”, but “standard 
provisions.” This distinction means 
that no setup or format of the policy 
was offered and companies were giv- 
en much leeway in arrangement, in- 
corporation of additional provisions 
to meet specific situations, choice as 
to whether matter should be set forth 
as an exclusion or a declaration, 
omitting material on coverages a 
company does not desire to write, 
etc. Only the language of the pro- 
visions was standardized and the pol- 
icies of different companies differ 
greatly in appearance. 


The first standard provisions were 
for the automobile liability and gar- 
age liability policies. While most 
persons interested in insurance were 
in favor of the standard policy pro- 
visions as offered, there was a strong 
undercurrent of fear that standardiz- 
ation would tend to freeze these 
forms and impede, if not prevent, 
such changes as inevitable develop- 
ments in and outside the business 
would make desirable. Persons offer- 
ing this objection had graphic evi- 
dence in the antiquated language and 
conditions of the standard fire poli- 
cies. 

The committee on the standard au- 
tomobile policy was weil aware of 
this objection and this danger. Its 
members also believed that the diffi- 
culty with standard fire policies was 
not primarily their standardization, 
but mainly the fact that they were 
prescribed by law in many states. 
They felt that private business could 
obtain the advantages of standardiza- 
tion and at the same time keep the 
policies from stagnating. To this 


end they created a permanent com- 
mittee on revision of the policies, 
which has met regularly and consid- 
ered developments and proposals for 
changes. 

How well this work has been done 
is witnessed by the fact that the auto- 
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mobile liability provisions have been 
revised three times since 1935. The 
garage liability provisions have been 
revised once and changed by endorse- 
ment several other times, most car- 
riers eventually incorporating these 
changes. Virtually all the changes 
have been in favor of the insured, ex- 
clusions being reduced to a minimum 
and the contracts constantly simpli- 
fied and liberalized. Standard en- 
dorsements for these policies have 
also been prepared and revised reg- 
ularly. Non-member companies have 
adopted the revisions about as quick- 
ly as members and the whole program 
of standardization and revision has 
proceeded smoothly. 


An outstanding piece of revision 
work with the standard automobile 
liability provisions was the introduc- 
tion of medical payments coverage. 
This revolutionary form of protec- 
tion would undoubtedly have been a 
first-class troublemaker if it had not 
been adopted quickly by the forms 
committee and standardized. It be- 
came a part of the standard optional 
coverage with remarkably little furor 
and quickly settled into a routine part 
of the business. The committee acted 
so promptly that there was even com- 
paratively little experimenting with 
this coverage by non-member car- 
riers and most of them went to the 
standard protection with a minimum 
of delay. On the other hand, if the 
new coverage had not been taken up 
so promptly, or had there been no 
standard provisions to begin with, 
there would have been a flood of 
medical payments coverages, under 
every conceivable name, and with 
such a variety of conditions and pre- 
miums that scarcely anyone would 
have been able to analyze the market. 
Further, medical payments insurance, 
stepping as it does on the toes of ac- 
cident insurance, was subject to spe- 
cial scrutiny by insurance commis- 
sioners and needed special authoriza- 
tion in many states. If there had been 
no uniformity, it is a fair guess that 
many a commissioner would have 
been so confused and disgusted that 
he would have refused or delayed ap- 
proval. 


Thus, though many did not realize 
it at the time, medical payments cov- 
erage in retrospect seems to be an 
important landmark and an outstand- 
ing accomplishment of the automo- 
bile liability standardization program. 


pa example of the effici- 
ency of the revision committee 
occurred in 1941, when the first rum- 
blings of a gasoline shortage were be- 
ing heard. Harold L. Ickes, who 





then had the title of petroleum co- 
ordinator, started the first campaign 
for ride sharing among industrial 
workers as a fuel conservation mea- 
sure. The question of automobile li- 
ability coverage arose and Mr. Ickes’ 
office asked the companies about their 
attitude. The revision committee at 
once removed any uncertainty by re- 
moving the exclusion of coverage 
while the automobile was carrying 
persons for a charge. Here again, 
the action was swift and was imme- 
diately followed by practically all in- 
surers. 


The standardization of automobile 
liability provisions made attention to 
the automobile coverages written by 
fire insurance companies a_ logical 
step. This was particularly so be- 
cause of the popularity of combina- 
tion policies issued by full coverage 
automobile companies or by affiliated 
fire and casualty carriers. The result 
of this attention was a similar com- 
inittee, this time representing the 
American Mutual Alliance and the 
National Automobile Underwriters 
Association. It brought out similar 
standard provisions for automobile 
fire, theft, comprehensive, collision 
and other forms of automobile insur- 
ance written by fire insurance com- 
panies, with the same almost. univer- 
sal acceptance. 


The National Bureau of Casualty 
& Surety Underwriters then joined 
the other two organizations in pre- 
paring standard provisions for com- 
bination fire and casualty automobile 
policies. An important and much- 
needed by-product of this job was 
that provisions common to both car- 
riers—such as automatic coverage for 
newly acquired automobiles — were 
made uniform. There never was any 
reason why they should not be and 
nobody seriously objected to the step, 
but it had been just one of those 
things nobody attended to, to the oc- 
casional embarrassment of adjusters 
and underwriters and irritation of 
producers and insureds. 

The standard automobile fire pro- 
visions have been similarly revised, 
with the same smoothness. The abo- 
lition of the exclusion of carrying 
passengers for charge, at the request 
of the petroleum administration, was 
carried out in the fire policy. All in 
all, the present situation in automo- 
bile insurance provisions is one of 
the most satisfactory in the business 
of insurance—despite the fact that 
this field is one of the most bitterly 
competitive of all—and should well 
be an ideal for other lines of insur- 
ance. 

In connection with the previous 
comment on statutory policies, in 
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only .a few states are automobile pol- 
icies standardized by law or execu- 
tive order. Because the insurance 
business produced standard provi- 
sions in an orderly way, most of these 
states—such as West Virginia and 
Texas—put the same standard pro- 
visions in force. (Massachusetts, 
of course, has compulsory liability in- 
surance as prescribed by law and 
there is no likelihood of its policies 
becoming uniform with the rest of 
the country as long as this law re- 
mains in force.) One cannot help 
but wonder if standard fire policies 
would be reasonably uniform and 
easily amended now if similar ma- 
chinery had been in force in the 
1870’s and 80's. 


Standardization and revision on a 
voluntary basis has also been prac- 
ticed in other casualty lines. The 
American Mutual Alliance and the 
National Bureau of Casualty & Sure- 
ty Underwriters similarly collabor- 
ated on comprehensive automobile li- 
ability and comprehensive general li- 
ability policy provisions, which were 
brought out early in 1941, and the 
latter organization also brought out 
standard combination comprehensive 
liability policy provisions. These pol- 
icies have been revised and will prob- 
ably undergo further changes. To 
some extent, the situation here illus- 
trates what might have happened 
with medical payments insurance. 
The standard provisions were not 
brought out until comprehensive lia- 
bility insurance had been written to 
a considerable extent, both openly 
and “off the record’, and thus the 
picture was confused from the start. 
The new policies were not even put 
in force on the Pacific Coast, because 
other forms had become firmly en- 
trenched there. There are still a 
number of prominent non - member 
carriers using other forms. Also, 
the fact that much of the market for 
this coverage lies in large risk units 
makes for competition in all but the 
most closely regulated states, so in 
all probability these policies will 
never be as orderly as the automo- 
bile contracts. And a_ respectable 
portion of the insurance world would 
not wish these coverages to become 
absolutely standardized, on the theory 
that the opportunity for experiment 
should be kept open and risks of this 
type should always have tailor-made 
coverage—and will get it elsewhere 
if organization carriers will not pro- 
vide it. 


The latest development in standard 
policy provisions from these sources 
is in the field of personal liability in- 
surance. Comprehensive and sched- 
ule personal liability policy provi- 
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sions, including medical payments, 
were issued in 1943 and this program 
was later extended to include farm 
liability and medical payments insur- 
ance. Here, again, considerable cov- 
erage had been written by unaffiliated 
insurers and to some extent by mem- 
ber companies, so the new forms did 
not receive unanimous acceptance. A 
fair amount of sniping is still going 
on and quite likely the standard forms 
will be changed again. 


drawback toward standardiza- 
tion of liability policies other 
than automobile is that this insur- 
ance has never been purchased to the 
extent of automobile liability cover- 
age. The public is not very familiar 
with it, many companies have only a 
trifling amount on the books, and so 
there is every incentive for a com- 
pany seeking to increase its share of 
this business, or to get previously un- 
written business, to try new forms 
and to offer something not included 
in standard policies. In residence and 
personal lines and in the smaller busi- 
ness lines, premiums are so small that 
the natural urge is to compete with 
broader coverage, rather than re- 
duced rates. Also, in many lines, 
such as farms, the small amount of 
business on the books means that ex- 
perience does not present a reliable 
cross-section, and each underwriter 
can well feel that his estimate of 
proper coverage ‘for the premium is 
as good as the next man’s. 


Other public liability policies are 
not standardized, although the Na- 
tional Bureau of Casualty & Surety 
Underwriters has issued advisory 
forms for some lines. It is quite 
likely that the joint committees will 
turn to these forms some time in the 
future: 


Although the burglary insurance 
business has been criticized as un- 
progressive for many years, its forms 
have been changed many times. 
Standard provisions have been pub- 


- lished by the National Bureau of Cas- 


ualty & Surety ‘ Underwriters and 
have been generally followed, non- 
bureau sniping being directed mainly 
at residence burglary business. The 
introduction of the residence and out- 
side theft policy, plus the steady de- 
cline in residence burglary rates (and 
probably also the growth of the per- 
sonal property floater), has decreased 
the number of non-standard and “spe- 
cial” residence burglary forms from 
their high point in the early 1930's. 


Workmen’s compensation insur- 
ance is tied rigidly to compensation 
laws and there has been no change in 
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the standard compensation policy or 
in the mechanics of handling it. New 
rating plans, such as_ retrospective, 
experience and schedule rating, loss 
and expense constants, appear from 
time to time and these, as well as 
changes in state laws, are reflected in 
the endorsements, but the same policy 
and the same plan of adding proper 
state endorsements prevails and is not 
likely to be changed. 


In the boiler and machinery field, 
standardization and “stabilization” 
apparently went too far. A few 
changes were made in the standard 
policy and schedules from time to 
time, but as many of these were re- 
strictive as were liberalizations. Fin- 
ally, the power plant situation blew 
wide open early in 1943 and has not 
been settled at the time of writing. 
While the explosion was primarily 
over rates, many policy changes were 
also involved, both liberalizations and 
simplifications. This situation may 
be cited as an example of the dan- 
gers of standardization without con- 
stant vigilance for needed changes 
and little outside competition to keep 
rates and coverages in line. 


Perhaps half the common inland 
marine policies are standardized by 
the Inland Marine Underwriters As- 
sociation and followed to a consid- 
erable extent by non-members. The 
Mutual Marine Conference, which 
serves the mutual companies in this 
field, has adopted standard policies 
which are very similar to those -of 
the IMUA. Young and flexible, the 
inland marine business is keyed to 
constant change and the more com- 
mon policies are revised regularly. 
There is some competition on un- 
standardized forms and a few inde- 
pendent carriers offer non-standard 
personal property floaters. In gen- 
eral, however, this phase of the busi- - 
ness is comparable to the automobile 
insurance business in that it changes 
its policies under its own power, be- 
fore outsiders compel it. 


Despite the antiquity of most 
standard fire policies and the difficul- 
ty of getting them changed, fire in- 
surance coverages- have moved for- 
ward tremendously. One of the most 
common arguments for fire policy re- 
vision is that most of the conditions 
are removed or altered by the forms 
attached to the policy, so it is a stu- 
pid waste of paper, printer’s ink and 
effort to set up a batch of outworn 
conditions and then tear them down 
in the same contract. Fire forms 
themselves have been revised regu- 
larly in most jurisdictions and the 
list of innovations brought about by 
forms and endorsements is far too 
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long to list here. One need only men- 
tion in passing extended coverage, 
reporting forms, the great develop- 
ment of indirect loss protection and 
the latest household furniture forms, 
which protect property while tempo- 
rarily away from the premises. 

It is noteworthy that, prior to the 
1943 New York policy, no standard 
fire policy, even the 1918 form, ap- 
parently contemplated it being used 
to cover anything but direct fire and 
lightning damage to specifically de- 
scribed property at a designated lo- 
cation, to a fixed limit and with a 
premium fixed in advance. Report- 
ing forms, floaters, use and occu- 
pancy and other consequential cover- 
ages and protection against hazards 
other than fire and lightning are ac- 
tually in conflict with the standard 
fire policies to which they are at- 
tached. Only the 1943 policy takes 
notice of them. 
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HYSICALLY, fire insurance pol- 

icies and forms underwent a big 
change around the turn of the cen- 
tury, with the general introduction of 
the typewriter. From then until af- 
ter the last war, they changed very 
little. But in the ensuing 25 years, 
there have been many changes in the 
mechanics of writing fire insurance, 
as well as in the scope of available 
protection. As more and more cov- 
erages became available and more 
and more restrictions could be re- 
moved, the job of writing and record- 
ing a fire policy became extremely 
cumbersome and efforts were made to 
relieve it. 

The first step was the introduction 
of combined fire and windstorm poli- 
cies, which became popular in many 
middle western states. These con- 
tracts retained the complete standard 
provisions of the standard fire and 
tornado policies, permitting one con- 
tract to do the work of two. In 
some states, the amounts of fire and 
windstorm insurance had to be the 
same, in others different amounts 
were permitted. 

More recently, the optional cover- 
age policy made its bow in the Mid- 
dle West and is now getting some 
nods from other parts of the country. 
This contract is the prescribed stand- 
ard fire policy, plus such conditions 
of the standard windstorm policy 
which are peculiar to it. The policy 
may be used to cover fire alone, wind- 
storm alone or both fire and wind- 
storm. Its advantages are that the 
conditions of the standard fire policy 
which are also part of the windstorm 
policy are made to do double duty. 
If extended coverage is desired, the 
full endorsement must be added, and 
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the same is true of other features. 
The multiplicity of standard fire pol- 
icies, the fact that there are two 
standard windstorm policies in gen- 
eral use, plus a few special ones and 
the rigidity of some state standard 
policy laws have hampered the spread 
of this contract, but it is a step to- 
ward efficiency. 


Some new fire forms, particularly 
for dwellings and household furni- 
ture, have sought to simplify routine 
by including conditions of various 
endorsements which are often added, 
such as extended coverage, rental 
value and unearned premium insur- 
ance. These forms recite that these 
provisions apply only if a premium 
is shown for them. They have also 
simplified the filing of agents and 
companies by supplying a “skeleton 
form” for the records. This recites 
the form number and space for a 
carbon copy of any typewriting on 
the form, such as the location, and 
the premiums, if any, for the option- 
al coverages. Only the insured gets 
the long form in full. On the theory 
that the agent and the company know 
the conditions of the form, or can 
find out if the number is shown, 
much filing space and office work is 
thereby saved. 


Various other innovations have 
been tried to reduce the clerical work 
of writing a fire policy, but few hawe 
become really popular. Several print- 
ing and manufacturing firms have of- 
fered rearrangements of the tradi- 
tional setup, with a view toward re- 
ducing the number of typewriting op- 
erations. Some companies in.some 
localities have introduced _ special 
dwelling house and other policies, 
with the conditions of the form 
printed on the policy. The objection 
to this, borne out by experience, is 
that when forms change, either the 
existing policies must be thrown out 
or an amending endorsement must be 
pasted on. This same objection has 
so far kept companies from printing 
the extended coverage endorsement 
provisions on the fire policy. 


Experience in automobile insurance 
has shown that it is entirely satisfac- 
tory to set up policies on a “schedule” 
basis—showing conditions for many 
coverages, each coverage to apply 
only if a premium is indicated for it. 
This procedure is being adopted with 
many other lines of insurance and 
many people look to it as the ultimate 
ideal in fire insurance. The law cre- 
ating the 1943 New York policy 
seems to authorize this. But the old 


objection of changes in forms or en- 
dorsements invalidating a large and 
expensive set of fire policies is hard 
to overcome. In rebuttal to the argu- 


ment that automobile policies are 
changed frequently, fire insurance 
men argue with justice that the auto- 
mobile field does not have different 
state standard policies to contend 
with, which would complicate the fire 
insurance picture tremendously. Cer- 
tainly the ideal would be more clearly 
in sight if adoption of the 1943 pol- 
icy, unchanged, by at least a majority 
of states would occur. 

The moral, if any, on standardiza- 
tion of insurance contracts seems to 
be that the insurance business can 
standardize its own forms, if it will 
make a serious effort, but that once 
the matter becomes statutory it is far 
more difficult to make changes. Stand- 
ardization on a voluntary basis is 
good insurance against rigid legisla- 
tion, but this must be accompanied by 
an alert disposition and practical ma- 
chinery to make changes as often as 
they seem desirable. The more quick- 
ly proper changes can be and are 
made, the less trouble there will be 
with non-standard forms and the less 
confusion. But, even where policies 
are “frozen” by law or administrative 
order, the business still moves for- 
ward, though not as easily or as effec- 
tively. 





MAIN STREET VACANCIES 


(Continued from page 7) 


Back in school we were taught that 
under certain conditions A plus B 
equals C. In the mutual insurance 
business our apprentice days should 
find us learning never to forget that 
selection plus inspection equals the 
respect of our policyholder. In our 
contribution of time to civilian activ- 
ities in aid of the war, let us reserve 
enough hours in the week to do this 
job of fire prevention that we should 
be peculiarly fitted to perform. 
Spread the gospel of cleanliness in- 
side and out, of segregation and pro- 
tection of all combustibles and vola- 
tiles, of repair of every defect in 
heating, lighting, and power equip- 
ment, and finally of securing all prop- 
erty against entrance by trespasser 
or malefactor. A fire prevented con- 
serves the assets of the merchant and 
of the insurance company. 


So long as fire insurance premiums 
constitute a portion of our income, 
we will be called upon to turn smoke 
into silver. May our practice of this 
art of the alchemist be reserved only 
to the worthy property owner who 
sustains a loss in spite of the fullest 
cooperation by insured agent and 
company. Then we will have done 
our part to keep Main Street attrac- 
tive and free from avoidable vacan- 
cies. 
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HE mounting importance of 
taking added precautions to 
prevent large losses growing 
out of the soybean industry is empha- 
sized in a recent study of the subject 
released by the National Fire Pro- 
tection Association and prepared by 
Warren Y. Kimball. Summarizing 
the situation which includes losses 
running up in some cases to $600,000 
the report said : 


“During the past few years soy- 
beans have become increasingly pop- 
ular as a source of both human and 
animal food, fertilizer, vegetable oil 
and other products. With the war- 
time shortage of meat foods for hu- 
man consumption, the United States 
Department of Agriculture and other 
agencies are encouraging an extensive 
increase in the production of food 
products derived from soybeans, be- 
cause this crop is rich in protein con- 
tent. Very recently, a large bakery 
concern has announced that all of its 
white bread will henceforth contain 
added soybean flour to help combat 
protein deficiency in the average diet. 


“From a somewhat limited experi- 
ence with soybean processing ‘plants 
and their products as a fire hazard, it 
is clearly evident that many serious 
fires may be expected unless the haz- 
ards are recognized and adequately 
guarded against. Briefly, it may be 
stated that a study of the following 
typical fires taken from the files of 
the N.F.P.A. Department of Fire 
Record, shows that sovbeans and 
their products are easily ignited, and 
present fires that are difficult and 
troublesome to handle. A large pro- 
portion of: these fires involved soy- 
bean oil extraction plants. Soybean 
oil has a flash point of about 540° F 
It is decidedly subject to spontaneous 
ignition. The soybean meal cake left 
after the oil is extracted is very 
troublesome once ignited. Fire re- 
ports tell of the formation of hot 
clinkers that could not readily be ex- 
tinguished by any normal means. It 
is indicated that pouring water on 
suck fires may result in violent steam 
explosions. 


“Much of the soybean oil extract- 
ing machinery and processes are 
somewhat complicated and are sub- 
ject to numerous fire hazards. Sev- 
eral of the earlier fires reported in 
this record were the result of explo- 


Big Fires in Soybean Plants 
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sions of escaping hexane vapors in 
plants where the soybean oil was ob- 
tained by a solvent process. Most of 
the more recent fires in soybean oil 
mills involved the so-called expeller 
process by which soybeans are 
crushed or ground in mills, are 
heated usually by steam-heated equip- 
ment, pass through extractors, and 
then pass through coolers. Several 
of the fires were due to improper ar- 
rangement or operation of processes 
involving the heating of soybeans in 
process of having oil extracted. 
Spontaneor's ignition and dust explo- 
sions each caused at least one import- 
ant fire in this comparatively brief 
record. 


“A considerable proportion of the 
reports included emphasized that the 
plants involved had not been con- 
structed for use as soybean process- 
ing or extraction, but had been con- 
verted to such use without much con- 
sideration having been given to the 
increased fire hazards involved. Few, 
if any, of the plants had any adequate 
first aid fire protection, and most 
lacked sprinkler protection. In one 
case the sprinkler equipment in the 
original plant had not been extended 
to cover the soybean processing areas. 
In a number of cases the plants were 
located in sections where public pro- 
tection was either lacking or was ser- 
iously deficient. A study of the fires 
in this record leads to the conclusion 
that standard sprinkler protection 
backed by adequate water supplies 
would do much to safeguard this in- 
dustry. Greater attention should also 
be given to proper cut-offs by means 
of standard fire walls and fire doors. 
A large proportion of the fires ex- 
tended to involve all sections of the 
plan because of sub-standard fire di- 
visions.” 


A list of the major soybean plant 
fires with brief details of each as in- 
cluded in the N.F.P.A. study fol- 


lows: 


October 7, 1935, Chicago, Illinois. 
Soybean Processing Plant. 

An explosion which caused the death 
of 11 men and injured 45 others oc- 
curred at the Glidden Soya Products, 
Inc., processing plant operated for the 
production of soybean oil, meal, protein 
and lecithin. The plant which had a 
capacity of about 4,000 bushels of beans 
a day, was almost totally destroyed with 
a loss of approximately $600,000. 
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October 22, 1935, Momence, Illinois. 
Rural Soybean Oil Plant. 

An explosion in the soybean oil ex- 
traction unit of this plant killed the 
owner; Varnum Parish, Jr., and his as- 
sistant, and injured two other persons. 
The unit was one of the first installa- 
tions of this type on a rural community 
basis in Illinois. The blast occurred 
about six hours after the plant had 
started its initial operation. 

January 22, 1937, Des Moines, Iowa. 
Soybean Meal Storage Tank. 

; A fire, believed due to spontaneous 
ignition, caused a large loss of soybean 
meal cake stored in an outside vertical 
steel tank at a plant of the Spencer-Kel- 
logg and Sons, Inc. The fire continued 
for a number of days, and on March 12 
an explosion wrecked the top of the 
tank and badly damaged the roof of an 
adjoining tank. Complete extinguish- 
ment and removal of contents was not 
completed until March 27, or more than 
two months after the start of the fire. 
May 15, 1939, Toledo, Ohio. 

Soybean Oil Extraction Plant. 

This plant, occupied by the Archer- 
Daniels-Midland Company, had recently 
been remodeled for the installation of 
new machinery to extract soybean oil 
by the expeller method. 

The fire originated in a metal stack 
from driers which evidently had been 
coated with residue which ignited spon- 
taneously. Sparks from the burning 
stack set fire to the unsprinklered roof 
areas, which were destroyed. Only 
slight damage was done to areas under 
sprinkler protection. Approximately 
3,000 bushels of soybeans were damaged, 
together with 1,000 gallons of oil. The 
loss was $20,000. 

August 24, 1939, Buffalo, N. Y. 
Soybean Cake Cooler. 

Fire was discovered in the second floor 
of Mill Building A-3, in the Spencer- 
Kellogg and Sons, Inc., soybean cake 
cooler room and vent stack. The blaze 
was discovered by employees at 1:50 
A.M. While the cause was not definite- 
ly established, it may have been due to 
some loose abrasive material being 
churned around in the mechanical cool- 
er, or it may have been due to spontane- 
ous heating of the soybean cake or dust 
which cémes from the cooler at 215 to 
230" 

The fire was held in check by four 
sprinklers, but was mainly in the vent 
stack, the cooler, the conveyor and the 
hopper leading from the cooler to the 
automatic scale. Thé loss was estimated 
at $500 by the fire department. 

October 19, 1939, Fort wee, Iowa. 
Soybean Oil Mill. 

Fire of undetermined origin caused 
total destruction of the soybean oil ex- 
traction plant and warehouse of the Ply- 
mouth Processing Mills with a loss of 
approximately $140,000. 

January 2, 1940, Marion, Ohio. 
Soybean Cake Storage. 

A fire of uncertain origin started in a 
soya cake bin on the second floor of the 
soybean oil plant of Old Fort Mills, 
Inc. It is thought that some hot metal 
or soya cake from the welding of a 
screw conveyor in the basement may 
have been elevated to the bin and after 
smouldering for hours burst into flame.. 
There is also a slight possibility that a 
spark from the boiler stack may have 
ignited dust on the bin ventilator, caus- 
ing sparks to drop into the bin. 

(Continued on page 21) 
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Odd 
Accidents 
of 1943 


BY PAUL JONES 


; Ep1tor, Pustic Sarety 
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rationed shoes, too, and butter 

and jam and jelly. Hen’s eggs 
-were scarcer than hen’s teeth. And 
lots of men with shaving mugs could- 
n’t find brushes to shave them with 
because the badgers in Europe could- 
n’t get transportation to America. 


I: 1943 they rationed gas. They 


Of one thing, though, there was a 
plenty. That was accidents. War 
or no war, everybody could have as 
many as he pleased. 


It was amazing, then, that so many 
people scorned orthodox ways of get- 
ting hurt and patronized the Whack 
Market in accidents. But a roundup 
of the National Safety Council 
proved they did. To wit: 


Residents of Cocoanut Grove, Fla., 
were mildly surprised one day when 
their morning mail was delivered by 
a mail man who, of all things, wasn’t 
wearing any pants. It wasn’t the 
heat, the pantless postman explained. 
He’d merely fallen off his bicycle 
and landed in an anthill. And, he 
added with simple pride, even when 
the United States Postal Service gets 
ants in its pants, the mail must go 
through! 


Dr. W. A. Franklin stood before 
his junior high school class in Ponca 
City, Okla., to demonstrate the safe 
way to handle matches. “First remove 
the match,” he was saying, “then 
close the container.” As he flipped 
open the container to demonstrate all 
the matches caught fire. Dr. Frank- 
lin bandaged his burned hand. Then, 
with exemplary fidelity, he closed his 
lecture with this observation: “That, 
students, is what happens when one 
becomes. momentarily careless.” 


As Private Ernest M. Scofield of 
Denver, Colo., huddled in a foxhole 
in the Solomons, dodging enemy shot 
and shell, a stray bullet dislodged a 
cocoanut from a tree limb overhead. 
The cocoanut landed kerplunk on 
Private Scofield, broke his left leg— 
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and he became the Army’s first cocoa- 
nut casualty. 


Residents of Dayton, Ohio, were 
startled one fine day this summer to 
see a small electrically-driven invalid 
chair scoot through a red traffic light 
and crash into a huge six-ton trailer 
truck. When Ben Myers, the unper- 
turbed and uninjured pilot of the 
chair, had been extricated from the 
wreckage, he explained he was on 
his way fishing and, bubbling over 
with high spirits, had failed to ob- 
serve the light. Sympathetic on- 
lookers, helped him pick up and re- 
assemble a large and wriggling supply 
of crawfish, crickets and grasshop- 
pers, and he went hilariously on his 
way. 


During an army maneuver in Ten- 
nessee, a bolt of lightning struck the 
zipper of a sleeping bag, neatly 
welded it all the way around and 
sealed up a soldier who happened to 
be inside. The soldier, understand- 
ably perplexed, howled for help, then 
pleaded for anonymity. 


In Chicago, Colton Ankerbrandt 
was testifying in the case of a driver 
who inadvertently had piloted his 
auto into Mr. Ankerbrandt’s parlor 
via the wall of the house. The acci- 
dent had happened ten days before. 
“And where is the car now?” asked 
the Court. Mr. Ankerbrandt ap- 
peared surprised. “Why, Your Hon- 
or, it’s still in our parlor,” he replied. 
“It doesn’t bother us much.” Fore- 
seeing, however, that Mrs. Anker- 
brandt might wish to rearrange the 
parlor furniture some day, the Court 
ordered the car removed. 


Lt. D. M. Schultz of the Army Air 
Forces ran into trouble while flying 
over Portland, Ore., and bailed out. 
Obligingly, he landed on the roof of 
the U. S. Veterans’ Hospital, where 
it was no trouble at all for hospital 


attendants to pop out and treat him 
for minor injuries. 


Then there was the case of Ser- 
geant D. P. Smith, an aerial gunner 
of the Australian Air Forces, who 
was happily visiting the Chicago 
Servicemen’s Center when he decided 
to try his hand at bowling. He did 
all right, too, for a novice, except that 
he neglected to remove his finger 
from the bowling ball. He accom- 
panied the ball on a short flight and 
made a crash landing with more em- 
barrassment than pain. 


In Detroit, a city-bred horse named 
Davie, blase’ in the heaviest auto 
traffic, ran away and wrecked his 
buggy when he met a terrifying sight 
—another horse. 

At Hammonton, N. J., a speeding 
train hit a truck driven by Jules 
Press. Mr. Press left the truck and 
flew high into the air. So did four 
blankets. The blankets landed on the 
road bed, and Mr. Press landed on 
the blankets. No, no pillow. 

In Mankato, Saskatchewan, a steer 
in a cattle car poked an inquisitive 
horn through the car’s slats, caught 
up a switch lamp hanging outside the 
car and happily baffled the engineer 
by swinging red and green signals all 
the way to Moose Jaw. 

In South Bend, Ind., Miss Ruth 
McGrady slipped, fell, broke her 
right wrist, stood up, slipped, fell, 
broke her left wrist. 

Private Louis Henriquez fell 14 
feet down a coal hole as he was stroll- 
ing along in Denver, Colo. After- 
wards, dug up and refreshed with a 
bath, Private H. explained, “She 
smiled as we passed .. .” 

ee e@ ® 


ERBERT L. CARPENTER, 
subway rider in Brooklyn, N. 
Y., appeared before the Mayor with 
a plan to eliminate subway rushes, of 
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which Mr. Carpenter had grown 


weary. Later the same day he was 
trampled in a subway rush and had 
to go to a hospital for treatment. 


Mrs. Blanche Heck, of Center- 
ville, Ia., had not ordered her winter 
coal. So she was a little surprised 
when a loaded coal truck entered her 
home, pushed her, abed, through the 
wall into the next room and left her 
against a hot stove, uninjured. 


Loyal comic strip fans were goggle- 
eyed one day when Connie, of Terry 
and the Pirates, drove a car. up and 
over an opening bridge. “Of course, 
it could only happen in the funnies,” 
they told themselves. But a 17-year- 
old Milwaukee, Wis., youth did it in 
real life. He drove up the rising leaf 
of the Sixth Street bridge, made a 
graceful 18-foot arc over the gap, 
then pancaked on the slanting span 
on the other side. The car was dam- 
aged, but the driver was unhurt. 


James Hollingshead was taking a 
horseback ride in Summerberry, Sas- 
katchewan, one day when a passing 
freight train frightened his horse. 
The horse dashed against the train, 
thoughtfully tossed Mr. Hollings- 
head onto a passing flat car, backed 
away and fell dead. 


And little Erlan Wittola, 3, of 
Kulm, N. D., crawled into a large 
cream can in his back yard. He had 
no trouble getting in, but his parents 
were able to get him out only after 
an operation on the bottom—of the 
cream can. 


When Phillips High School de- 
feated Amundsen High in a hard- 
fought football game in Chicago, not 
a player on either team was hurt. But 
as Phillips scored a touchdown, an 
enthusiastic substitute on the bench 
yanked Coach Lou Tortorelli’s arm 
so violently that the coach’s left 
shoulder was dislocated. 
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It is described in the Bible that the 
lilies of the field toil not, neither do 
they spin. But Rancher Walter Wyn- 
hoff of Wilbur, Washington, is no 
lily. For as he toiled on his ranch, 
the spinning rod of his reaper caught 
his overalls and spun him into the air. 
When he landed, he was clad casually 
in shoes and eye glasses. 

In Omaha, Nebr., the Berigans’ 
dog, Bozo, got his foot and tail 
caught in a hay mower. Farmer Ber- 
igan jumped over a fence to help 
Bozo, cut himself on one knee and hit 
himself in the eye with the other 
knee. His daughter, Pat, ran out of 
the house, slipped and sprained her 
wrist. Mrs. B., startled as she was 
canning vegetables, jumped and cut 
her finger. Champ, another Berigan 
dog, jumped over the barn door to 
see what was going on, and broke his 
foot. The Berigans learned later that 
a cousin in Keokuk was uninjured 
that day. 

Staff Sergeant Leroy Post of 
Evanston, IIl., survived 37 bombing 
missions in the New Guinea area. He 
helped sink three Jap transports and 
shoot down at least six Jap planes. 
For this he was awarded the Dis- 
tinguished Flying Cross and the oak 
leaf cluster. Then he was removed 
from the danger zone to become an 
instructor in an armament shop in 
Salt Lake City. A few days later 
his arm was caught in a machine and 
the bone was fractured. 

And in Pocatello, Idaho, the sole 
survivor of a plane crash was Pvt. 


John J. Lucky. 


SOYBEAN FIRES 


(Continued from page 19) 

The expeller operator on his rounds 
discovered the fire about 4 A.M. It was 
already beyond the control of chemical 
extinguishers. The city fire department 
reports that there was a 16-minute de- 
lay in giving them the alarm, but with 
the use of four hose streams they were 
able to confine the fire to the second 
floor and roof. The fire department re- 
ported the loss at $46,000. : 


February 14, 1940, near Springfield, Ill. 
Soybean Oil Mill. 

This soybean oil mill, operating under 
the mechanical extraction process, was 
destroyed by fire with a loss of approxi- 
mately $120,000. The buildings were 
outside of the city and three miles from 
a fire station. They were owned by the 
Springfield Stock Yards Company. The 
plant, designed as a corn mill and ele- 
vator, had been rebuilt in 1932 after a 
severe fire in 1928. It was occupied as 
a feed store, feed mill and elevator. Sec- 
tion 1 was of brick construction and 
Section 2 was of incombustible con- 
struction. 


October 22, 1942, Oakville, Indiana. 
Farmers’ Elevator Company. 

Fire destroyed this country grain ele- 
vator and feed mill of frame iron-clad 
construction. Volunteer fire departments 
could do little more than protect expos- 
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ures due to the shortage of water. A 
steel tank containing soybeans located 
5 feet from the elevator suffered 10 per 
cent damage to its contents. The total 
loss from the fire was $46,000, of which 
$26,000 was damage to stock. 
November 28, 1942, Danville, Illinois. 
Rural Feed and Soybean Plant. 

This property, operated by the Hen- 
dricks County Farm Bureau, consisted 
of a feed mill of frame iron-clad con- 
struction, three stories in height and a 
one-story brick soybean processing plant, 
adjoining but not cut off. The fire was 
discovered at 1:25 A.M. on the unused 
third floor of the feed mill. Due to the 
headway of the fire, which was spread 
by explosions of barrels of soybean oil, 
the volunteer fire department devoted 
most of its efforts to a successful at- 
tempt to save a grain elevator twenty 
feet distant. The loss was $30,460. 
March 31, 1943, Cairo, Illinois. 
Vegetable Oil Mill. 

Fire originated about 4:40 A.M. in a 
cotton seed storage area of the Cairo 
Meal and Cake Company’s plant. This 
plant included a soybean oil mill. The 
cause is unknown. Automatic sprinklers, 
on an obsolete sprinkler system, oper- 
ated, but were unable to control the firé 
due to its rapid spread through the old 
wooden building, which had a high ceil- 
ing covered with lint. There are also 
indications that the fire pump was not 
in automatic service at the time of the 
fire. The loss has been estimated at 
$1,653,000, including damage to a large 
stock of wool in one of the warehouse 
structures. 

July 30, 1943, Chicago, Illinois. 
Soybean Oil Plant and Elevator. 

A dust explosion, believed to be the 
first on record in a soybean oil plant us- 
ing the expeller process, wrecked the 
processing and oil extraction building 
and caused a fire that subsequently broke 
out in the storage house containing 40 
grain storage bins. Three workmen 
were seriously injured by falling brick 
walls blown out by the initial explosion. 
The loss has been estimated at between 
$400,000 and $600,000. The plant was 
operated by the Norris Grain Company. 
August 2-7, 1943, Buffalo, New York. 
Soybean Oil Plant. 

During the above period about a dozen 
smouldering fires occurred in cookers or 
driers and in the steel exhaust duct 
system of the expeller plant in the first 
floor of Mill A, Spencer-Kellogg and 
Sons, Inc. It is reported that soybeans 
had been put through this particular 
heating and expelling process for several 
months, but that prior to these fires lin- 
seed oil processing had been substituted. 
August 6, 1943, Buffalo, New York. 
Soybean Oil Plant. 

Fire occurred in one of three steam- 
heated driers for crushed soybeans in 
the second floor of Mill A, Spencer-Kel- 
logg and Sons, Inc. This building is of 
frame construction covered by protected 
metal. Fire extended into the moisture 
exhaust duct and cyclones in the cupola. 
The fire was believed due to charring 
and spontaneous heating of crushed soy- 
bean dust on steam pipes in the driers, 
where a temperature of 350° F. is main- 
tained. The fire was extinguished by 
the fire department using hose streams 
and scraping tools after efforts by em- 
ployees to extinguish it with service 
hose and extinguishers proved ineffec- 
tive. Six sprinklers at the ceiling oper- 
ated and appeared to aid in cooling the 
ducts. 
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RELEASES EXAMINATION REPORT 
ON FACTORY MUTUALS 


N extensive examination report 
on the operations of the As- 
sociated Factory Mutuals 

just released by the rating bureau of 
the New York Insurance Department 
finds no serious criticisms of the re- 
sults of the rating procedure and div- 
idend practices of these carriers. The 
¢xamination report which discloses 
officially for the first time complete 
information concerning the Factory 
Mutuals was prepared by Frank 
Montesani who also was in charge of 
the Department’s examination of the 
Factory Insurance Association and of 
the Interstate Underwriters Board. 


A sincere effort by the Factory 
Mutuals to produce equitable treat- 
ment for various types and classes of 
risks is evidenced according to the 
report. One suggestion made by the 
examiner is with respect to the meth- 
ods of applying “susceptibility” 
charges on substandard risks. In this 
connection he raises the question of 
the status of “extra absorption” 
which are in effect nonparticipating 
extra premium charges for substand- 
ard risks. The large element of 
judgment used in such cases is criti- 
cized by Mr. Montesani. 


“cc 


The report discloses that consid- 
erable statistical data is prepared by 
the Factory Mutuals for guidance in 
determining base rates of the various 
classes of risks. In conformity with 
sound rating theory the loss and ex- 
pense costs are related to insurance in 
force. The report further points out 
that because the volume of business 
is not sufficient to provide full cred- 
ibility to the experience for various 
classes, the statistical indications re- 
quire judgment modification so as to 
avoid violent fluctuations in rate 
levels. 

Other recommendations proposed 
hy the examiner are that the carriers 
adopt a supplemental rating plan or 
schedule providing for the uniform 
application of specific charges and 
also that a central office to collect the 
experience of all member companies 
he established. It is further recom- 
mended that the mutual and stock 
fire insurance companies form appro- 
priate committees to thrash out the 
problems that arise due to difference 
in policy forms and wording when 
both groups of companies are on the 
same risk. 


Susceptibility charges as used by 
the Factory Mutuals are considered 
at some length. The report says in 
part: 


“In reviewing the rate analyses of 
about 150 risks, it was found that, with 
some exceptions, mostly all the rates 
contained a susceptibility charge varying 
from 2 cents to $2.04 or from about 5 
per cent to over 200 per cent. Two risks 
showed increases over 100 per cent, two 
showed a 100 per cent increase, two 
about 90 per cent and five others over 
50 per cent. In the majority of cases 
examined the increase ranged from 20 
to 30 per cent, or from 7 cents to 12 
cents. It was noted in reviewing about 
20 of the larger risks written, that in 
most of them no susceptibility charges 
were made. 


“The judgment of a rater for one com- 
pany may vary considerably as to the 
charges for susceptibility from that of 
a rater of another company or even in 
the same company. It is the examiner’s 
opinion that despite the fact that there 
is a tendency to uniformity of treatment 
by the various companies, the exercise 
of judgment in the application of such 
a wide range of charges does not pro- 
vide a rating method which is considered 
generally as complying with the require- 
ments of making rates which are not 
unfairly discriminatory. If the Factory 
Mutuals construe their base rates as 
practically minimum and expect to de- 
part from such rates, they should adopt 
a supplemental rating plan or schedule 
providing for the uniform application of 
specific charges in accordance with clear- 
ly defined rules and conditions. 


“It was noted that the same judgment 
treatment of rates was exercised when 
the deposit rate was not increased but 
where extra absorption charges were 
made, to be collected at expiration as a 
deduction from the dividend.” 


The extra absorption charges 
which are a part of the Factory Mu- 
tuals rating plan are discussed in 
part as follows: 


“If these extra absorptions are to be 
considered as net premiums, this theory 
is not consistent with the general plan 
of operations of the Factory Mutuals. 
Nevertheless it would be possible to file 
rates on a nonparticipating basis at least 
for special classes of risks and for addi- 
sional supplemental coverages. The 
combination of deposit rates and extra 
absorptions for the same risk merely to 
measure substandard conditions does 
not conform to any logical orderly sys- 
tem of insurance rating. Incidentally it 
should be noted that extra absorptions 
may be a source of either profit or loss 
to regular risks written at standard de- 
posit rates. No analysis was obtained 
to show such results. 





“These extra absorption charges com- 
plicate the bookkeeping of the compan- 
ies and the company executives admit 
that they wish some simpler method 
could be found which would meet the 
requirement of providing sufficient in- 
come for the payment of the expected 
losses and expenses and be satisfactory 
to policyholders. Experience has shown 
that if the original deposit rate is in- 
creased sufficiently to furnish sufficient 
net premium without extra absorptions 
at the regular rates of dividends the pol- 
icyholders object to making the addi- 
tional deposit required and the compan- 
ies lose not only the substandard busi- 
ness but the so-called standard or good 
business that goes with it. Therefore 
as a practical matter the companies have 
adopted this system until such time as 
it has gathered sufficient experience to 
warrant them handling it on some differ- 
ent basis such as paying different rates 
of dividends for different classes of 
risks, but even this method, the com- 
panies fear, might run into difficulties 
in certain states. 


“Although intended to provide equit- 
able distributions of costs with respect 
to various types and classes of risks 
ctherwise than solely through deposit 
rates, the situation has grown into a 
confused procedure. It is strongly 
recommended that some orderly treat- 
ment be developed under a plan con- 
sistent with normal rating procedure. 


“The inherent difficulties arise out of 
a natural reluctance to increase an al- 
ready high rate of premium deposit 
roughly calculated to maintain a return 
dividend of approximately 90% on an 
annual basis. It may be that the funda- 
mental relativities should be reconsid- 
ered in the light of modern develop- 
ments and practices elsewhere in the in- 
surance business. With full protection 
of surplus reserve funds through catas- 
trophe reinsurance it would be possible 
to charge advance premiums more close- 
ly related to expected costs and pay 
moderate rates of dividends.” 


The recommends certain 
changes in the reporting of experi- 
ence as follows: 


study 


“The ratios of fire losses incurred by 
classes to insurance in force on an an- 
nual basis is a proper presentation of 
experience. Windstorm losses should 
be reported separately by zones. Addi- 
tional coverages may require separate 
treatment. Special hazards and un- 
sprinklered risks should also be con- 
sidered. 


“The ratio of company expenses to in- 
surance in force provides for a basis for 
readily converting such results to an ex- 
pense loading factor in relation to pure 
premiums. If interest earnings are to 
be considered a source of premium in- 
come, they could be expressed also in 
terms related to insurance in force. It 
would seem desirable to present all of 
the other transactions on a comparable 
basis so that premium deposit special re- 
insurances and extra absorptions could 
be understood in their proper relation- 
ship to the return of unabsorbed pre- 
mium deposits.” 
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EDITORIAL 


(Continued from page 4) 

your insurance problems. We recom- 
mend that if you do not have an audit 
to cover your insurance, that you do it 
yourself, or have some very responsible 
member of your company go over your 
policies careful.y at least twice a year, 
to be sure that nothing is being over- 
looked, and that you have an amount in 
keeping with your values in stocks oi 
goods, etc.’ 


The Spectator then continues: 

“These words may well be re- 
sented by many insurance agents. But 
realists will accept them at their true 
worth. A careful reading of them 
suggests that one of the stronger rea- 
sons for favoring mutuals is a lack 
of faith in the ability of many stock 
company agents to furnish reliable 
service. This is an indictment which 
may be undeserved, but which, with- 
out question, should not be passed 
over lightly. 

“Another point in favor of care 
in writing policies, but expressed 
from an entirely different viewpoint, 
is that of a prominent wholesaler, as 
follows: 

‘When a merchant gets too deeply in 
debt with us, we ask him to send in his 
policies so that we can look them over. 
In more than 50 per cent of the cases, 
the policies are not made out correctly 
and are in other ways defective, so that 
in case of loss, the company would not 
be legally liable, but the adjusters for 
the company usually do not penalize the 
assured for the carelessness of the com- 
pany’s agent.’ 

“The problem of meeting mutuai 
competition in the hardware business 
is not simple. No specific, sure 
means of doing so can be given here. 
Primarily the question is one for in- 
dividual agents to solve. One thing 
can be said: that it is not an insolu- 
ble problem. There are agents who 
do control hardware lines and who 
maintain cordial, successful relation- 
ships with this class of business men. 
They are able to do so because they 
honestly serve their clients well—they 
make their advice a real asset. 

“Some idea as to how the insur- 
ance business of hardware men is 
distributed as to type of insurers may 
he gained from the results of a sur- 
vey made by The Spectator among 
manufacturers, wholesalers, and re- 
tailers. The table following sums up 
the answers: 
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Stock Companies only. 20 14 0 
Stock and Mutual a 28 58 
Mutuals only . & 15 25 
Reciprocals only 0 0 0 
Stock and Reciprocals 0 14 8 
Mutuals & — 0 15 0 
All three 20 14 9 
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Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 

Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 
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A=~ engineer keeps constant watch for the safety 
of his passengers. Hardware Mutuals policy back of 
the policy safeguards the interests of policyholders by as- 


suring the best possible protection at the lowest possible 
cost in all lines of casualty and fire insurance. 

The policy back of the policy is simply a way of doing 
business that makes policyholders’ interests our first con- 


sideration. It originates in the sound, efficient manage- 
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ment that has guided Hardware Mutuals, for over 30 years, 
to a position of outstanding strength and stability. It has 
meant constant care in selecting risks, so that no year has 
passed without the return to policyholders of substantial 
savings. These dividend savings now total over $82,000,- 
000.00. Experienced, full-time representatives are main- 
tained throughout the United States. 


BUY WAR BONDS TO SAFEGUARD THE FUTURE! 


FEDERATED HARDWARE MUTUALS Hardware Mutuals 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 





